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FREEDOM OF INFORMATION ACT 





FREEDOM OF INFORMATION ACT 
Release No. 29/September 25, 1975 


In the Matter of request of 
CRC CORPORATION 


pursuant to the Freedom of Information 
Act for access to certain investigtory records 


DENIAL OF REQUEST FOR RECORDS 


On August 20, 1975, the Commission received an appeal 
from the determination of the staff to deny a request 
made on behalf of CRC Corporation pursuant to the 
Freedom of Information Act, 5 U.S.C. $552, for “‘all 
documents, records, transcripts, correspondence and 
related memoranda, or...segregable portions thereof 
after deletion of exempt portions,” relating to a private 
investigation authorized by the Commission. 1/ 


The Commission has been informed by the staff that this 
investigation is continuing and that there is a concrete 
prospect that enforcement action will be instituted on 
the basis of the investigation. In these circumstances, it 
is the Commission.s judgment that disclosure of the 
records contained in the investigatory file in question 

is not required under the Freedom of Information Act 
because such disclosure would “interfere with enforce- 
ment proceedings” and might tend to deprive the sub- 
jects of the investigation “of a right to a fair trial or an 
impartial adjudication.” See 5 U.S.C. 552(b)(7) and 
Commission Rule 200.80(b)(7). In addition, certain of 
the materials contained in the investigatory file sought 
by the requester are exempt from disclosure as inter- or 
intra-agency memoranda. See 5 U.S.C. §552(b)(5) and 
Commission Rule 17 C.F.R. 200.80(b) (5). 


The FOIA was “not intended to give a private party 
any earlier or greater access to investigatory files than 
he would have directly ... in litigation or [administrative] 
proceedings” 2/ under existing law and rules of pro- 
cedure. As we have previously noted, 3/ premature dis- 
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closure of the contents of investigatory records was thus 
a principal focus when the FOIA was initially enacted 
and there is nothing in the legislative history of the re- 
cent amendments to the FOIA to indicate an abandon- 
ment of this concern. To the contrary, that history indi- 
cates an understanding that an investigation might be 
impeded and the government's case harmed by prema- 
ture release of evidentiary materials to the subject of 
the investigation. 4/ It was in view of such considera- 
tions that the Commission, in recently enacting new 
rules to implement the amended FOIA, stated that “so 
long as a concrete prospect of enforcement action to 
which the records would be relevant continues to exist, 
the records will generally be nonpublic.” 5/ 


The Commission is, of course, aware that the provision 
which originally exempted “investigatory files compiled 
for law enforcement purposes...”” has recently been 
amended to apply more narrowly to “investigatory re- 
cords” and, “‘only to the extent that production of... 


[investigatory] records would (A) interfere with enforce- 


ment proceedings, (B) deprive a person of a right to a 
fair trial or an impartial adjudication, (C) constitute an 
unwarranted invasion of personal privacy” or cause 
some other harm specifically described in the Act. In 
addition a provision was recently added to the exemp- 
tive subsection of the Act which requires that “[a] ny 
reasonably segregable portion of a record shall be pro- 
vided to any person requesting such record after dele- 
tion of the portions which are exempt under this sub- 
section,” 5 U.S.C. Section 552(b), as amended (last 
sentence). Nevertheless, the Commission believes that 
the exemption contemplates that situations will and 
do exist where to serve the policies which underly the 
exemption, it is appropriate that all of the investiga- 
tory records far a time be considered exempt. 


The Commission finds that there exists a substantial 
likelihood of enforcement action to which the re- 
quested records would be relevant. The Commission 
further finds that the risks attending premature dis- 
closure of investigatory records, against which Con- 
gress intended to protect, exist in the present matter. 


Accordingly, 1T 1S ORDERED that the request for 
certain investigatory records, be, and it hereby is, 
denied. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ On September 5, 1975, the Commission informed 
counsel for CRC Corporation, pursuant to 17 C.F.R. 
200.80(d)(7)(iii), that it would require an extension 

of time of ten working days to determine this appeal. 


2/ H.R. Rep. No. 1497, 89th Cong., 2d Sess., p. 11 
(1966). 


3/ FOIA Release No. 1, April 3, 1975, 6 SEC Docket 
541. 


4/ 120 Cong. Rec. $9330, 9337 (May 30, 1974) 

































. (Sen. Hart). 120 Cong. Rec. S19812 (November 21,1974) 
(Sen. Hart). 
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5/ Securities Act Release No. 5571, February 21, 1975. 
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SECURITIES ACT OF 1933 
Release No. 33-5618/September 19, 1975 





SECURITIES EXCHANGE ACT OF 1934 
| Release No. 35-11663/September 19, 1975 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
| Release No. 19177/September 19, 1975 


TRUST INDENTURE ACT OF 1939 
Release No. 39-408/September 19, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. 1C-8943/September 19, 1975 
INVESTMENT ADVISERS ACT OF 1940 

| No. 1A-474/September 19, 1975 


ADOPTION OF RULES TO IMPLEMENT PROVISIONS 
OF THE PRIVACY ACT OF 1974 


On August 8, 1975, the Securities and Exchange Com- 
mission issued a Notice of Proposed Rulemaking, pro- 
posing to amend 17 CFR Part 200 by adding Subpart 
H, to implement provisions of the Privacy Act of 1974, 
5 U.S.C. 552a (Pub. iL. 93-579, 88 Stat. 1896). Among 
other things, the proposed rules specified 1) the pro- 
cedures whereby an individual can be advised whether 
any of the systems of records maintained by the Com- 
mission contain records that pertain to him; 2) the pro- 
cedures for gaining access to those records that pertain 
to the individual; and 3) the procedures whereby an 
individual can seek to amend the contents of records 
that pertain to him. 





The Commission invited any persons interested in the 
proposed regulations to submit their views and comments 
to the Commission on or before September 12, 1975. No 
comments were received. The Commission has considered 
the rules as proposed and has decided to adopt the rules 
as published in the Federal Register (40 FR 33418- - 
34422), subject to some technical amendments, includ- 
ing the following: 





ed to specify that requests by an individual for informa- 
tion relating to, or access to, systems of records that are 
maintained by the Commission, which contain informa- 
tion pertaining to the individual, or requests to amend 

records pertaining to the individual may be made by 


pF Sections 200.303(a), 200.306(a) and 200.310 are amend- 








mail addressed to the Privacy Act Officer, Securities and 
Exchange Commission, 500 North Capitol Street, Wash- 
ington, D. C. 20549. 


Section 200.303(a)(2) is amended to note that on or 
about September 20, 1975, the Commission’s Los An- 
geles Regional Office will be moving to 10960 Wilshire 
Boulevard, Los Angeles, California 90024. Its office 
hours will remain the same. 


Sections 200.308(a)(2) and 200.308(b)(1) are amended 
to provide that an application by an individual for re- 
view by the Commission of an initial adverse decision 

of the Privacy Act Officer, and any statement of dis- 
agreement filed by an individual whose request to amend 
records has been denied, shall be delivered to the Securi- 
ties and Exchange Commission, Public Reference Sec- 
tion, Room 6101, 1100 L Street, N. W., Washington, 

D. C. or mailed to the Privacy Act Officer, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. 


Since the following rules are procedural in nature and 
are essential to the implementation by the Commission 
of provisions of the Privacy Act, which become effec- 
tive on September 27, 1975, the Commission has de- 
termined that these rules shall become effective on Sep- 
tember 27, 1975. 


Accordingly, pursuant to 5 U.S.C. 552a, the Securities 
and Exchange Commission hereby adopts the rules set 
forth below, effective September 27, 1975. 


Subpart H Regulations Pertaining to the Privacy 
of Individuals and Systems of Records 
Maintained by the Commission 

Section 

200.301 - Purpose and Scope 

200.302 - Definitions 

200.303 - Times, Places and Requirements for 
Requests Pertaining to Individual 
Records in a Record System and 
for the Identification of Individuals 
Making Requests for Access to the 
Records Pertaining to Them 

200.304 - Disclosure of Requested Records 

200.305 Special Procedure: Medical Records 

200.306 Requests for Amendment or Correc- 
tion of Records 

200.307 - Review of Requests for Amendment 
or Correction 

200.308 - Appeal of Initial Adverse Agency De- 
termination on Access or Correction 
or Amendment 

200.309 - General Provisions 
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200.310 Fees 

200.311 - Penalties 

Authority: Pub. L. 93-579, sec. (f), 5 U.S.C. 552a(f). 
Subpart H - Regulations Pertaining to the Privacy of 


Individuals and Systems of Records 
Maintained by the Commission 


§200.301 Purpose and Scope 


The Privacy Act of 1974, Pub. L. 93-579, 88 Stat. 1896, 
is based, in part, on the finding by Congress that “in order 
to protect the privacy of individuals identified in informa- 
tion systems maintained by Federal agencies, it is neces- 
sary and proper for the Congress to regulate the collection, 
maintenance, use, and dissemination of information by 
such agencies.”” To achieve this objective the Act, among 
other things, provides, with some exceptions, that Fed- 
eral agencies shall advise an individual upon request 
whether records maintained by the agency in a system 

of records pertain to the individual and shall grant the 
individual access to such records. The Act further pro- 
vides that individuals may request amendments or cor- 
rections to records pertaining to them that are maintain- 
ed by the agency, and that the agency shall either grant 
the requested amendments or set forth fully its reasons 
for refusing to do so. 


The Securities and Exchange Commission, pursuant to 
subsection (f) of the Privacy Act, adopts the following 
rules and procedures to implement the provisions of the 
Act summarized above, and other provisions of the Act. 
These rules and procedures are applicable to all requests 
for information, access or amendment to records pertain- 
ing to an individual that are contained in any system of 
records that is maintained by the Commission. 


§200.302 Definitions 


The following definitions shall apply for purposes of 
this Subpart: 


(a) The terms “individual,” “maintain,” “record,” 
“system of records,” and “routine use” are defined 
for purposes of these rules as they are defined in 5 
U.S.C. 552a(a)(2), (a)(3), (a)(4), (a)(5), and (a)(6). 


(b) “Commission” means the Securities and Exchange 
Commission. 


§200.303 Times, Places and Requirements for Requests 
Pertaining to Individual Records in a Record System 

and for the Identification of Individuals Making Requests 
for Access to the Records Pertaining to Them 


(a) Place to make request. Any request by an individual 
to be advised whether any system of records maintained 
by the Commission and named by the individual contains 
a record pertaining to him, or any request by an individual 
for access to a record pertaining to him that is contained 
in a system of records maintained by the Commission, 
shall be submitted by the individual in person during 
normal business hours at the Commission’s Public Refer- 
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ence Room, which is located at 1100 L Street, N. W., 
Washington, D. C., or by mail addressed to the Privacy 
Act Officer, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. All re- 
quests will be required to be put in writing and signed 
by the individual making the request. !n the case of re- 
quests for access that are made by mail, the envelope 
should be clearly marked “‘Privacy Access Request.” 


(1) /nformation to be included in requests. Each request 
by an individual concerning whether the Commission 
maintains in a system of records a record that pertains 
to him, or for access to any record pertaining to the in- 
dividual that is maintained by the Commission in a sys- 
tem of records, shall include such information as will 
assist the Commission in identifying those records as 
to which the individual is seeking information or access. 
Where practicable, the individual should identify the 
system of records that is the subject of his request by 
reference to the Commission’s notices of systems of 
records, which are published in the Federal Register, 

as required by Section (e)(4) of the Privacy Act, 5 
U.S.C. 552a(e) (4). Where a system of records is com- 
piled on the basis of a specific identification scheme, 
the individual should include in his request the inden- 
tification number or other identifier assigned to him. 
In the event the individual does not know the specific 
identifier assigned to him, he shall provide other infor- 
mation, including his full name, address, date of birth 
and subject matter of the record, to aid in processing 
his request. If additional information is required before 
a request can be processed, the individual shall be so 
advised. 


(2) Verification of identify. When the fact of the exist- 
ence of a record is not required to be disclosed under 
the Freedom of Information Act, 5 U.S.C. 552, as 
amended, or when a record as to which access has been 
requested is not required to be disclosed under that 
Act, the individual seeking the information or request- 
ing access to the record shall be required to verify his 
identity before access will be granted or information 
given. For this purpose, individuals shall appear at the 
Commission’s Public Reference Room located at 1100 
L Street, N. W., Washington, D. C., during normal busi- 
ness hours of 9:00 a.m. to 5:30 p.m. EST, Monday 
through Friday, or at one of the Commission’s Regional 
or Branch Offices. The addresses and business hours of 
those Offices are listed below: 


Atlanta Regional Office 

1371 Peachtree Street, N. E., Suite 138 
Atlanta, Georgia 30309 

Office hours - 8:30 a.m. - 5:00 p.m. EST 


Boston Regional Office 

150 Causeway Street 

Boston, Massachusetts 02114 

Office hours - 9:00 a.m. - 5:30 p.m. EST 


Chicago Regional Office 

Everett McKinley Dirksen Bidg. 

219 South Dearborn Street, Room 1708 
Chicago, Illinois 60604 

Office hours - 8:45 a.m. - 5:15 p.m. EST 


















Cleveland Branch Office 

Federal Office Building 

1240 East Ninth Street, Room 899 
Cleveland, Ohio 44199 

Office hours - 8:30 a.m. - 5:00 p.m. EST 


Denver Regional Office 

Two Park Central, Room 640 

1515 Arapahoe Street 

Denver, Colorado 80202 

Office hours - 8:00 a.m. - 4:30 p.m. MST 


Detroit Branch Office 

1044 Federal Building 

Detroit, Michigan 48226 

Office hours - 8:30 a.m. - 5:00 p.m. EST 


Los Angeles Regional Office 

U. S. Court House 

312 North Spring Street, Room 1043 

Los Angeles, California 90012 

Office hours - 8:00 a.m. - 4:30 p.m. PST 
The Los Angeles Regional Office 
will be moving on or about September 
20, 1975 to 10960 Wilshire Boulevard, 

Los Angeles, California 90024. Its office 

hours will remain the same. 


Miami Branch Office 

Dupont Plaza Center 

300 Biscayne Boulevard Way, Suite 701 
Miami, Florida 33131 

Office hours - 8:30 a.m. - 5:00 p.m. EST 


New York Regional Office 

26 Federal Plaza 

New York, New York 10007 

Office hours - 9:00 a.m. - 5:30 p.m. EST 


Philadelphia Branch Office 

William J. Green Jr. Federal Building 
600 Arch Street, Room 2204 
Philadelphia, Pennsylvania 19106 


Saint Louis Branch Office 

210 North 12th Street, Room 1452 
Saint Louis, Missouri 63101 

Office hours - 8:30 a.m. - 5:00 p.m. EST 


Salt Lake City Branch Office 

Federal Reserve Bank Building 

120 South State Street 

Salt Lake City, Utah 89111 

Office hours - 8:00 a.m. - 4:30 p.m. MST 


San Francisco Branch Office 

450 Golden Gate Avenue, Box 36042 
San Francisco, California 94102 

Office hours - 8:00 a.m. - 4:30 p.m. PST 


Seattle Regional Office 

1411 4th Avenue Building, Room 810 
Seattle, Washington 98101 

Office hours - 8:30 a.m. - 5:00 p.m. PST 


Washington, D. C., Regiona! Office 
Baliston Centre Tower 3 

4015 Wilson Boulevard 

Arlington, Virginia 22203 

Office hours - 9:00 a.m. - 5:30 p.m. EST 


None of the Commission’s Offices are open on Saturday, 
Sunday or the following legal holidays: New Year's Day, 
President's Day, Memorial Day, Independence Day, Labor 
Day, Veterans’ Day, Columbus Day, Thanksgiving Day or 
Christmas Day. 


(3) Methods for verifying identity — appearance in per- 
son. For the purpose of verifying his identity, an indi- 
vidual seeking information as to records pertaining to 
him or access to those records shall furnish documenta- 
tion that may reasonably be relied on to establish the 
individual’s identity. Such documentation might include 
a valid birth certificate, driver's license, employee or mil- 
itary identification card, or medicare card. 


(4) Method for verifying identity by mail. Where an 
individual cannot appear at one of the Commission’s 
Offices for the purpose of verifying his identity, he 

shall submit, along with the request for information 

or access, a signed and notarized statement attesting to 
his identity. Where access is being sought, the sworn 
statement shall include a representation that the records 
being sought pertain to the individual and a stipulation 
that the individual is aware that knowingly and willfully 
requesting or obtaining records pertaining to an individ- 
ual from the Commission under false pretenses is a crim- 
inal offense. 


(5) Additional procedures for verifying identity. When 
it appears appropriate, there may be made such other 
arrangements for the verification of identity as are rea- 
sonable under the circumstances and appear to be effec- 
tive to prevent unauthorized disclosure of, or access to, 
individual records. 


(b) Acknowledgement of requests for information per- 
taining to individual records in a record system or for 
access to individual records. 


(1) Except where an immediate acknowledgement is 
given for requests made in person, the receipt of a re- 
quest for information pertaining to individual records 
in a record system will be acknowledged within 10 days 
after the receipt of such request. Requests will be pro- 
cessed as promptly as possible and a response to such 
requests will be given within 30 days (excluding Satur- 
days, Sundays, and legal holidays) unless, within the 

30 day period and for cause shown, the individual mak- 
ing the request is notified in writing that a longer period 
is necessary. 


(2) When an individual appears in person at the Com- 
mission’s Public Reference Room in Washington, D. C., 
or at one of its Regional or Branch Offices to request 
access to records pertaining to him, and such individual 
provides the required information and verification of 
identity, the Commission’s staff, if practicable, will 
indicate at that time whether it is likely that the indi- 
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vidual will be given access to the records and, if so, 
when and under what circumstances such access will 
be given. In the case of requests received by mail, 
whenever practicable, acknowledgement of the re- 
ceipt of the request will be given within 10 days after 
receipt (excluding Saturdays, Sundays, and legal holi- 
days). The acknowledgement will indicate, if practi- 
cable, whether or not access likely will be granted and, 
if so, when and under what circumstances. 


§200.304 Disclosure of Requested Records 


(a) Initial review. Requests by individuals for access 
to records pertaining to them will be referred to the 
Commission’s Privacy Act Officer who initially will de- 
termine whether access will be granted, Provided, how- 
ever, that a Director of a staff Division of the Commis- 
sion or Office head whose zone of responsibility relates 
to the record requested (see 17 CFR 200.13 et seq.), 
may make a determination that access is not lawfully 
required to be granted and should not be granted, in 
which case he, and not the Privacy Act Officer, shall 
make the required notification to the individual mak- 
ing the request. 


(b) Grant of request for access. 


(1) If it is determined that a request for access to re- 
cords pertaining to an individual will be granted, the 
individual will be advised by mail that access will be 
given at the designated Office of the Commission or a 
copy of the requested record will be provided by mail 
if the individual shall so indicate. Where the individual 
requests that copies of the record be mailed to him or 
requests copies of a record upon reviewing it at a Com- 
mission Office, the individual shall pay the cost of 
making the requested copies, as set forth in Section 
310 of this Subpart. 


(2) In granting access to an individual to a record per- 
taining to him, such steps shall be taken by the Com- 
mission's staff as are necessary to prevent the unauthorized 
disclosure at the same time of information pertaining to 
individuals other than the person making the request or 

of other information that does not pertain to the indi- 
vidual. 


(c) Denial of request for access. \f it is determined that 
access will not be granted, the indivudal making the re- 
quest will be notified of that fact and given the reasons 
why access is being denied. The individual also will be 
advised (1) of his right to seek review by the Commission 
of the initial decision to deny access, in accordance with 
the procedures set forth in Section 308 of this Subpart; 
and (2) of his right ultimately to obtain judicial review 
pursuant to 5 U.S.C. 552a(g)(1)(A) of a final denial of 
access by the Commission. 


(d) Time for acting on requests for access. Access to a 
record pertaining to an individual normally will be 
granted or denied within 30 days (excluding Saturdays, 
Sundays and legal holidays) after the receipt of the re- 
quest for access unless the individual making the request 
is notified in writing within the 30 day period that, for 
good cause shown, a longer time is required. In such 
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cases, the individual making the request shall be in- 
formed in writing of the difficulties encountered and 
an indication shall be given as to when it is anticipated 

that access may be granted or denied. (ip 





(e) Authorization to allow designated person to review 
and discuss records pertaining to another individual. An 
individual who is granted access to records pertaining to 
him, and who appears at a Commission Office to review 
the records, may be accompanied by another person of 
his choosing. Where the records as to which access has 
been granted are not required to be disclosed under pro- 
visions of the Freedom of Information Act, 5 U.S.C. 
552, as amended, the individual requesting the records, 
before being granted access, shall execute a written 
statement, signed by him and the person accompanying 
him, which specifically authorizes the latter individual 
to review and discuss the records. If such authorization 
has not been given as described, the person who has 
accompanied the individual making the request will be 
excluded from any review or discussion of the records. 


(f) Exclusion for certain records. Nothing contained in 
these rules shall allow an individual access to any infor- 
mation compiled in reasonable anticipation of a civil 
action or proceeding. 


§200.305 Special Procedure: Medical Records 


(a) Statement of physician or mental health professional. 
When an individual requests access to records pertaining 
to him that include medical and/or psychological infor- o 
mation, the Commission, if it deems it necessary under ‘| 
the particular circumstances, may require the individual: - 
to submit with the request a signed statement by his 
physician or a mental health professional indicating that, 
in their opinion, disclosure of the requested records or 
information directly to the individual will not have an 
adverse effect on the individual. 


(b) Designation of physician or mental health professional 
to receive records. \f the Commission believes, in good 
faith, that disclosure of medical and/or psychological in- 
formation directly to an individual could have an adverse 
effect on that individual, the individual may be asked to 
designate in writing a physician or mental health profes- 
sional to whom he would like the records to be disclosed, 
and disclosure that otherwise would be made to the in- 
dividual will instead be made to the designated physician 
or mental health professional. 


§200.306 Requests for Amendment or Correction of 
Records 


(a) Place to make requests. A request by an individual to 
amend or correct records pertaining to him may be made 
in person during normal business hours at the Commission's 
Public Reference Room located at 1100 L Street, N. W., 
Washington, D. C., or by mail addressed to the Privacy 

Act Officer, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. 





to amend or correct a Commission record shall reasonably 


(1) /nformation to be included in requests. Eact. request 4 
: 
describe the record sought to be amended or corrected. 











Such description should include, for example, relevant 
names, dates and subject matter to permit the record to 
be located among the records maintained by the Com- 
mission. An individual who has requested that a record 
pertaining to him be amended or corrected will be ad- 
vised promptly if the record cannot be located on the 
basis of the description given and that further identifying 
information is necessary before his request can be pro- 
cessed. An initial evaluation of a request presented in 
person will be made immediately to ensure that the re- 
quest is complete and to indicate what, if any, additional 
information-will be required. Verification of the individ- 
ual’s identity as set forth in Sections 200.303(a) (2), (3), 
(4) and (5) of this Subpart may also be required. 


(2) Basis for amendment or correction. An individual 
requesting an amendment or correction to a record per- 
taining to him shall specify the substance of the amend- 
ment or correction and set forth facts and provide such 
materials that would support his contention that the 
record pertaining to him as maintained by the Commis- 
sion is not accurate, timely or complete, or that the 
record is not necessary and relevant to agcomplish a 
statutory purpose of the Commission as authorized by 
law or by Executive Order of the President. 


(b) Acknowledgement of requests for amendment or 
correction. Receipt of a request to amend or correct a 
record pertaining to an individual normally will be 
acknowledged in writing within 10 days after such re- 
quest will be given a written acknowledgement when 
the request is presented. The acknowledgement will 
describe the request received and indicate when it is 
anticipated that action will be taken on the request. 
No acknowledgement will be sent when the request 
for amendment or correction will be reviewed, and an 
initial decision made, within 10 days from the date the 
request is recieved. 


§200.307 Review of Requests for Amendment or Cor- 
rection 


(a) /nitial review. As in the case of requests for access, 
requests by individuals for amendment or correction to 
records pertaining to them will be referred to the Com- 
mission’s Privacy Act Officer for an initial determina- 
tion, except that such requests may be considered by a 
Division Director or Office Head as set forth in Section 
304(a) of this Subpart. 


(b) Standards to be applied in reviewing requests. \n 
reviewing requests to amend or correct records, the Pri- 
vacy Act Officer, or Division or Office head, will be 
guided by the criteria set forth in 5 U.S.C. 552a(e)(1), 
ie., that records maintained by the Commission shall 
contain only such information as is necessary and rele- _ 
vant to accomplish a statutory purpose of the Commis- 
sion as required by statute or Executive Order of the 
President and that such information also be accurate, 
timely and complete. These criteria will be applied 
whether the request is to add material to a record or 

to delete information from a record. 


(c) Time for acting on requests. \nitial review of a 


request by an individual to amend or correct a record 


pertaining to him shall be completed as promptly as is 
reasonably possible and normally within 30 days (ex- 
cluding Saturdays, Sundays and legal holidays) from 

the date the request was received, unless unusual circum- 
stances preclude completion of review within that time. 
If the anticipated completion date indicated in the 
acknowledgement cannot be met, the individual re- 
questing the amendment will be advised in writing of the 
delay and the reasons therefor, and also advised when ac- 
tion is expected to be completed. 


(d) Grant of requests to amend or correct records. \f a 
request to amend or correct a record is granted in whole 
or in part, the Privacy Act Officer will: (1) advise the 
individual making the request in writing of the extent 
to which it has been granted; (2) amend or correct the 
record accordingly; and (3) where an accounting of dis- 
closures of the record has been kept pursuant to 5 
U.S.C. 552a(c), advise all previous recipients of the 
record of the fact that the record has been amended or 
corrected and the substance of the amendment or cor- 
rection. 


(e) Denial of requests to amend or correct records. \f 
an individual's request to amend or correct a record 
pertaining to him is denied in whole or in part, the Pri- 
vacy Act Officer will: (1) promptly advise the indi- 
vidual making the request in writing of the extent to 
which the request has been denied; (2) state the reasons 
for the denial of the request; (3) describe the procedures 
established by the Commission to obtain further review 
within the Commission of the request to amend or cor- 
rect, including the name and address of the person to 
whom the appeal is to be addressed; and (4) inform the 
individual! that the Privacy Act Officer will provide in- 
formation and assistance to the individual in perfecting 
an appeal of the initial decision. 


§200.308 Appeal of Initial Adverse Agency Determina- 
tion as to Access or as to Amendment or Correction 


(a) Administrative review. Any person who has been 
notified pursuant to Section 200.304(c) of this Subpart 
that his request for access to records pertaining to him 
has been denied, or pursuant to Section 307(e) of this 
Subpart that his request for amendment or correction 
has been denied in whole or in part, or who has received 
no response to a request for access or to amend within 
30 days (excluding Saturdays, Sundays and legal holi- 
days) after his request was received by the Commission’s 
staff (or within such extended period as may be per- 
mitted in accordance with Sections 304(d) and 307(c) 
of this Subpart), may appeal the adverse determination 
or failure to respond by applying for an order of the 
Commission determining and directing that access to the 
record be granted or that the record be amended or cor- 
rected in accordance with his request. 


(1) The application shall be in writing and shall describe 
the record in issue and set forth the proposed amendment 
or correction and the reasons therefor. 


(2) The application shall be delivered to the Securities 
and Exchange Commission, Public Reference Section, 
Room 6101, 1100 L Street, N. W., Washington, D. C. 
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or mailed to the Privacy Act Officer, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. 


(3) The applicant, if he wishes, may state such facts 
and cite such legal or other authorities as he may con- 
sider appropriate in support of his application. 


(4) The Commission will make a determination with 
respect to any appeal within 30 days after the receipt 
of such appeal (excluding Saturdays, Sundays and 
legal holidays), unless for good cause shown, the 
Chairman of the Commission shall extend that period. 
If such an extension is made, the individual who is 
appealing shall be advised in writing of the extension, 
the reasons therefor, and the anticipated date when 
the appeal will be decided. 


(5) In considering an appeal from a denial of a re- 
quest to amend or correct a record, the Commission 
shall apply the same standards as set forth in $200.307 
(b). 


(6) If the Commission shall conclude that acess should 
be granted, it shall issue an order granting access and 
instructing the Privacy Act Officer to comply with 
§200.304(b). 


(7) If the Commission shall conclude that the request 
to amend or correct the record should be granted ir 
whole or in part, it shall issue an order granting the re- 
quested amendment or correction in whole or in part 
and instructing the Privacy Act Officer to comply 
with the requirements of Section 307(d) of this Sub- 
part, to the extent applicable. 


(8) If the Commission affirms the initial decision 
denying access, it shall issue an order denying access 
and advising the individual seeking access of A) the 
Commission’s order; B) the Commission’s reasons for 
denying access; and C) the individual's right to obtain 
judicial review of the Commission's decision pursuant 
to 5 U.S.C. 552a(g)(1)(B). 


(9) If the Commission determines that the decision 

of the Privacy Act Officer denying a request to amend 
or correct a record should be upheld it shall issue an 
order denying the request and the individual shall be 
advised of A) the Commission’s order refusing to 
amend or correct the record and the reasons therefor; 
B) his right to file a concise statement setting forth his 
disagreement with the Commission’s decision not to 
amend or correct the record; C) the procedures for filing 
such a statement of disagreement with the Commission; 
D) the fact that any such statement of disagreement 
will be made available to anyone to whom the record 
is disclosed, together with, if the Commission deems it 
appropriate, a brief statement setting forth the Com- 
mission’s reasons for refusing to amend or correct; E) 
the fact that prior recipients of the record in issue will 
be provided with the statement of disagreement and 
the Commission’s statement, if any, to the extent that 
an accounting of such disclosures has been maintained 
pursuant to 5 U.S.C. 552a(c); and F) the individual's 
right to seek judicial review of the Commission’s re- 
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fusal to amend or correct, pursuant to 5 U.S.C. 552(g) 
(a)(A). 


(b) Statement of disagreement. As noted in paragraph 
(a)(9)(B) of this subsection, an individual may file with 
the Commission a statement setting forth his disagree- 
ment with the Commission’s denial of his request to 
amend or correct a record. 


(1) Such statement of disagreement shall be delivered 

to the Securities and Exchange Commission, Public Refer- 
ence Section, Room 6101, 1100 L Street, N. W., Wash- 
ington, D. C., or mailed to the Privacy Act Officer, 500 
North Capitol Street, Washington, D. C. 20549, within 
30 days after receipt by the individual of the Commis- 
sion’s order denying the amendment or correction. 

For good cause shown this period can be extended for 

a reasonable period. 


(2) Such statement of disagreement shall concisely 
state the basis for the individual’s disagreement. Gener- 
ally a statement should be no more than two pages in 
length, except an individual may submit a slightly long- 
er statement if it is necessary to set forth his disagree- 
ment effectively. Unduly lengthy or irrelevant materials 
will be returned to the individual by the Commission for 
appropriate revisions before they become a permanent 
part of the individual’s record. 


(3) The record about which a statement of disagreement 
has been filed will clearly note which part of the record 
is disputed and the Commission will provide copies of 
the statement of disagreement and, if the Commission 
deems it appropriate, provide a concise statement of its 
reasons for refusing to amend or correct the record, to 
persons or ather agencies to whom the record has been 
or will be disclosed. 


§202.309 General Provisions 


(a) Extensions of time. Pursuant to Sections 303(b), 
304(d), 307(c) and 308(a)(4) of this Subpart, the time 
within which a request for information, access or amend- 
ment by an individual with respect to records maintain- 
ed by the Commission that pertain to him normally 
would be processed may be extended for good cause 
shown or because of unusual circumstances. As used in 
these rules, “good cause” and “unusual circumstances” 
shall include, but only to the extent reasonably neces- 
sary to the proper processing of a particular request — 


(1) The need to search for and collect the requested 
records from field facilities or other establishments 
that are separate from the Office processing the re- 
quest. Many records of the Commission are stored in 
Federal Records Centers in accordance with law — in- 
cluding many of the documents which have been on 
file with the Commission for more than 2 years — and 
cannot be made available promptly. Other records may 
temporarily be located at a Regional or Branch Office 
of the Commission. Any person who has requested for 
personal examination a record stored at the Federal 
Records Center or temporarily located in a Regional 
or Branch office of the Commission will be notified 
when the record will be made available to him. 


() 





















d- 


(2) The need to search for, collect, and appropriately 

iP xamine a voluminous amount of separate and distinct 
QW Jeora which may be demanded in a single request. 

While every reasonable effort will be made fully to 

comply with each request as promptly as possible on 
a first-come, first-served basis, work done to search 
for, collect and appropriately examine records in 
response to a request for a large number of records 
will be contingent upon the availability of processing 
personnel in accordance with an equitable allocation 
of time to all members of the public who have re- 
quested or wish to request records. 


(3) The need for consultation, which shall be conduct- 
ed with all practicable speed with another agency hav- 
ing a substantial interest in the determination of the 
request, Or among two or more components within 

the Commission having substantial subject-matter 
interest therein. 


(b) Effective date of action. Whenever it is provided 

in this Subpart that an acknowledgement or response 

to a request will be given by specific times, deposit in 
the mails of such acknowledgement or response by that 
time, addressed to the person making the request, will 
be deemed full compliance. 


(c) Records in use by a member of the Commission 
or its staff. Although every effort will be made to 
make a record in use by a member of the Commission 


ily be necessary to delay making such a record avail- 

Wable when doing os at the time the request is made 
would seriously interfere with the work of the Com- 
mission or its staff. 


r) or its staff available when requested, it may occasion- 


(d) Missing or lost records. Any person who has re- 
quested a record or a copy of a record pertaining to 
him will be notified if the record sought cannot be 
found. !f he so requests, he will be notified if the 
record subsequently is found. 


(e) Oral requests; misdirected written requests. 


(1) Telephone and other oral requests. Before respond- 
ing to any request by an individual for information con- 
cerning whether records maintained by the Commission 
in a system of records pertain to him or to any request 
for access to records by an individual, such request 

must be in writing and signed by the individual making 
the request. The Commission will not entertain any 
appeal from an alleged denial or failure to comply with 
an oral request. Any person who has orally requested 
information or access to records pertaining to him that 
he believes to have been improperly denied to him 
should resubmit his request in appropriate written form 
in order to obtain proper consideration and, if need be, 
administrative review. 


(2) Misdirected written requests. The Commission 
cannot assure that a timely or satisfactory response will 
given to written requests for information, access or 
; dment by an individual with respect to records 
pertaining to him that are directed to the Commission 
other than in the manner prescribed in Sections 303(a), 





306(a), 308(a)(2) and 310 of this Subpart. Any staff 
member who receives a written request for informa- 
tion, access or amendment should promptly forward 
the request to the Public Reference Section. Misdirect- 
ed requests for records will be considered to have been 
received by the Commission only when they have been 
actually received by the Public Reference Section or 
Privacy Act Officer in cases under Section 200.308(a) 
(2). The Commission will not entertain any appeal 
from an alleged denial or failure to comply with a 
misdirected request, unless it is clearly shown that 

the request was in fact received by the Public Refer- 
ence Section or Privacy Act Officer. 


§200.310 Fees 


A request by an individual for copies of a record per- 
taining to him that is maintained by the Commission 
may be made in person during normal business hours at 
the Public Reference Room at 1100 L Street, N. W., 
Washington, D. ©. or by mail addressed to the Privacy 
Act Officer, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. If the 
request is granted, there will be no charge assessed to 
the individual for the Commission’s expense involved 

in searching for or reviewing the record. Copies of the 
Commission’s records will be provided by a commer- 
cial copier or by the Commission at rates established 

by a contract between the copier and the Commission. 
Records will be copied onto 8 1/2” x 14” pages at the 
cost of 15 cents per page. Copying machines are pro- 
vided in the public reference rooms in the Commission’s 
Washington, D. C.. New York, Los Angeles, and Chicago 
Offices, where the individual may make copies at a cost 
of 12 cents per page. 


§200.311 Penalties 


Title 18 U.S.C. Sec. 1001 makes it a criminal offense, 
subject to a maximum fine of $10,000, or imprison- 
ment for not more than 5 years or both, to knowingly 
and willingly make or cause to be made any false or 
fraudulent statements or representations in any matter 
within the jurisdiction of any agency of the United 
States. 5 U.S.C. 552a(i) makes it a misdemeanor pun- 
ishable by a fine of not more than $5000 for any per- 
son knowingly and willfully to request or obtain any 
record concerning an individual from the Commission 
under false pretenses. 5 U.S.C. 552a(i)(1) and (2) pro- 
vide criminal penalties for certain violations of the 
Privacy Act by officers and employees of the Commis- 
sion. 


By the Commission. 
September 19, 1975. 


George A. Fitzsimmons 
Secretary 
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SECURITIES ACT OF 1933 
Release No. 33-5619/September 19, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 34-11664/September 19, 1975 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 35-19178/September 19, 1975 


TRUST INDENTURE ACT OF 1939 
Release No. 39-409/September 19, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 1A-475/September 19, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. I1C-8944/September 19, 1975 


PRIVACY ACT OF 1974 
PROMULGATION OF EXEMPTIONS 


On August 8, 1975, the Chairman of the Securities and 
Exchange Commission issued a notice that consideration 
was being given to exempting specified systems of re- 
cords that are maintained by the Commission from pro- 
visions of the Privacy Act of 1974, 5 U.S.C. 552a (Pub. 

L. 93-579, 88 Stat. 1896). The notice indicated that, pur- 
suant to Section (k)(2) of the Privacy Act, 5 U.S.C. 552a 
(k)(2), thirty systems of records that are maintained by 
the Commission would be exempted from certain provi- 
sions of the Act, insofar as those thirty systems of records 
contained investigatory materials compiled for law enforce- 
ment purposes. The proposed exemption would be appli- 
cable except under the circumstances set forth in the pro- 
viso to Section (k)(2) of the Privacy Act, 5 U.S.C. 552 a 
(k)(2). 1/ 


In addition, the notice indicated that, pursuant to Sec- 
tion (k)(5) of the Privacy Act, 5 U.S.C. 552a(k)(5), two 
systems of records would be exempted from the same 
provisions of the Privacy Act, insofar as those systems 
contained investigatory materials compiled solely for the 
purpose of determining the suitability, eligibility, or 
qualifications of an individual for Federal civilian employ- 
ment or access to confidential information. This exemp- 
tion would be applicable only to the limited extent set 
forth in Section (k)(5), 5 U.S.C. 552a(k)(5). 2/ 


Pursuant to these proposed exemptions under Sections 
(k)(2) and (k)(5) of the Act, 5 U.S.C. 552a(k)(2) and 
(k)(5), the thirty-two systems of records identified in 
the August 8, 1975 notice (which was published in 40 
F.R. 34417-34418 (August 15, 1975)}, would be ex- 
empted from Sections (c)(3), (d), (e){1), (e)(4)(G), (H) 
and (1), and (f) of the Privacy Act, 5 U.S.C. 552a(c)(3), 
(d), (e)(1), (e)(4)(G), (H) and (1), and (f). These Sections 
generally require the Commission to notify an individual 
upon his request of the existence of information con- 
tained in a record pertaining to him, permit access to 
such record and permit amendment or correction of 
such record (Sections 552a(d), (e)(4)(G), (H) and (1); 
make available to an individual any required accounting 
(5 U.S.C. 552a(c)(3)); publish the sources of the informa- 
tion in the system of records (5 U.S.C. 552a(e)(4)(1)); 
and screen records to insure that only such information 
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about an individual as is necessary and relevant to a re- 
quired purpose of the Commission is maintained (5 
U.S.C. 552a(e)(1)). 


The Chairman invited interested persons to submit written 
data, views or arguments with respect to the proposed 
exemptions on or before September 12, 1975. Only one 
comment was received, and that commentator focused 

on the timing of the adoption of the exemptions rather 
than their substance. 


After giving consideration to the comment received, 

the Chairman has decided to promulgate the exemptions, 
with only minor clarifying amendments, substantially as 
they were proposed in 40 F.R. 33417-34418 (August 15, 
1975). Therefore, the Chairman of the Securities and 
Exchange Commission, with the concurrence of the Com- 
mission, hereby promulgates the following exemptions 
from the provisions of the Privacy Act. 


Exemptions under Section (k)(2) 


Pursuant to Section (k)(2) of the Privacy Act, 5 U.S.C. 
552a(k)(2), the following systems of records that are 
maintained by the Commissicn shall be exempt from 
Sections (c)(3), (d), (e)(1), (e)(4)(G), (H) and (1), and 
(f) of the Privacy Act, 5 U.S.C. 552a(c)(3), (d), (e)(1), 
(e)(4)(G), (H), and (1) and (f), and from 17 CFR 200. - 
303, 200.304, and 200.306, which are the rules pro- 
mulgated by the Commission to implement those sta- 
tutory provisions. 


(1) Division of Enforcement Investigative Working 
Files; 


(2) Securities Violation Records and Bulletin; 
(3) Investigatory Files—SEC; 


{4) Division of Enforcement Preliminary Market Sur- 
veillance Inquiries; 


(5) Atlanta Regional Office General Index of Files 
and Atlanta Regional Office Investigatory Files; 


(6) Boston Regional Office Investigation Index File 
system and Boston Regional Office Investigatory 
Files; 


(7) Chicago Regional Office Index Cards and Chicago 
Regional Office Investigatory Files; 


(8) Cleveland Branch Office investigatory Files and 
Cleveland Branch Office Index Cards; 


(9) Denver Regional Office Cross-Reference Index 
Cards and Denver Regional Office Investigatory Files; 


(10) Detroit Branch Office Investigatory Files and 
Detroit Branch Office Index Cards; 


(11) Fort Worth Regional Office General Indices and 
Fort Worth Regional Office Investigatory Files; 


(12) Houston Branch Office General Indices and Houston 























Branch Office Investigatory Files; 
(13) Los Angeles Regional Office Investigative Files; 


(14) Miami Branch Office General Index of Files and 
Miami Branch Office Investigatory Files; 


(15) New York Regional Office Master Card Index and 
New York Regional Office Investigatory Files; 


(16) New York Regional Office Index of Complaints; 
(17) Philadelphia Branch Office Investigatory Files; 


(18) Saint Louis Branch Office Investigative Files and 
Saint Louis Branch Office Inquiry, Complaint and Gen- 
eral Reference Files; 


(19) Salt Lake City Branch Office Cross-Reference 
Index Cards and Salt Lake City Branch Office Investi- 
gatory Files; 


(20) San Francisco Branch Office investigatory Files 
and San Francisco Branch Office Regulation A Files; 


(21) Seattle Regional Office Master Card Index and 
Related Regulatory, Investigatory, and Legal Files 
Systems; 


(22) Washington Regional Office investigatory Files; 
Ey Office of the General Counsel Working Files; 
(24) Office of the Chief Accountant Working Files; 
(25) Investigations and Actions Index; 

(26) Complaint Processing System; 

(27) Investor Service Complaint Index; 

(28) Name-Relationship Index System; 


(29) Rule 2(e) of the Commission’s Rules of Practice— 
Appearing or Practicing Before the Commission; 


(30) Division of Enforcement Liaison Working Files. 


This exemption is applicable to these systems of re- 
cords insofar as they contain investigatory material com- 
piled for law enforcement purposes. If, however, any in- 
dividual is denied any right, privilege, or benefit that he 
would otherwise be entitled by Federal law, or for which 
he otherwise would be eligible, as a result of the main- 
tenance of such material, such material will be provided 
to such individual except to the extent that the disclo- 
sure of such material would reveal the identity of a source 
who furnished information to the Government under an 
express promise that the identity of the source would be 
held in confidence, or prior to September 27, 1975, 
under an implied promise that the identity of the source 
will be held in confidence. 


- 





All of the systems of records listed above may include 
investigatory materials that were compiled in connec- 


tion with the Commission’s enforcement responsibilities 
under the Federal securities laws. Such material may con- 
sist of unsolicited and often unverified statements con- 
cerning individuals, information received from confidential 
sources, as well as reports from Commission investigators 
and other law enforcement personnel. The Commission be- 
lieves that the disclosure of the existence of such informa- 
tion or the identity of sources of information would ser- 
iously undermine effective enforcement of the Federal 
securities laws by prematurely alerting individuals to the 
fact that they are under investigation or by giving them 
access to the evidentiary bases for a Commission enforce- 
ment action. Even after enforcement action has been in- 
stituted, disclosure to an individual of all investigatory 
materials could seriously hamper the Commission’s case 

in court or before an administrative law judge. Due pro- 
cess and the rules of criminal and civil discovery mark 

the bounds for the disclosure of investigatory materials 
during litigation. 


Similarly, disclosure of the accounting required to be kept 
by Section (c)(1) of the Privacy Act, 5 U.S.C. 552a(c)(1), 
may adversely affect law enforcement efforts. For ex- 
ample, an individual might discover in reviewing an account- 
ing that records pertaining to him had been referred by the 
Commission to the Department of Justice for considera- 
tion of possible criminal prosecution. The individual may 
flee the jurisdiction or otherwise take some action to in- 
terfere with or frustrate a criminal proceeding. 


The Commission also does not believe that it is possible 
to cull investigatory materials compiled for law enforce- 
ment purposes to retain only information that is neces- 
sary or relevant to the Commission's responsibilities under 
the Federal securities laws or an Executive Order. Often a 
great amount of information is gathered during the course 
of an investigation and it may be difficult, if not impos- 
sible, to determine at a given point in time whether a par- 
ticular item of information is necessary and relevant to the 
matter under investigation. Even after an investigation has 
been completed and enforcement action concluded, it 
may be important to retain investigatory materials intact. 
For example, in cases where the Commission obtains an 
injunction against future violations of the Federal securi- 
ties laws the investigatory file compiled in the injunctive 
action may be invaluable in preparing a future case for 
contempt of the injunctive order or to oppose a motion 
to vacate the injunction. 


For the foregoing reasons the Commission finds that the 
public interest in effective enforcement of the Federal 
securities laws requires that the investigatory materials 

that are contained in the systems of records listed above 

be exempted from Section (c)(3), (d), (e)(1), (e)(4)(G), 

(H) and (1), and (f) of the Privacy Act, 5 U.S.C. 552a(c)(3), 
(d), (e)(1), (e)(4)(G), (H) and (1), and (f) and 17 CFR 
200.303, 200.304 and 200.306. 


Exemptions under Section (k)(5). 


In addition to exemptions described above that have 

been adopted pursuant to Section (k)(2) of the Privacy 
Act, 5 U.S.C. 552a(k)(2), the Commission has decided, 
pursuant to Section (k)(5) of the Privacy Act, 5 U.S.C. 
552a(k)(5), to exempt the following systems of records 
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from Sections (c)(3), (d), (e)(1), (e)(4)(G), (H) and (1) 
and (f) of the Privacy Act, 5 U.S.C. 552a(c)(3), (d), 
(e)(1), (e)(4)(G), (H) and (1), and (f) and 17 CFR 200.- 
303, 200.304 and 200.306. 


1. Office of Personnel Code of Conduct and Employee 
Performance Files 


2. Personnel Security Files 


This exemption is applicable only insofar as these two 
systems of records contain investigatory material com- 
piled solely for the purpose of determining an individual's 
suitability, eligibility, or qualifications for Federal civi- 
lian employment or access to classified informatign. The 
exemption is applicable, however, only to the extent 
that the disclosure of such investigatory materials would 
reveal the identity of a source who furnished informa- 
tion to the Government under an express promise that 
the source’s identity would remain confidential or, prior 
to September 27, 1975, under an implied promise that 
the source’s identity would be held in confidence. 


The files contain investigatory materials that were com- 
piled in connection with the initial appointment of an 
individual to the Commission’s staff, as well as investi- 
gatory materials that may have been compiled in connec- 
tion with a consideration of the individual’s continued 
suitability to be employed by the Commission. These 
investigatory materials often consist of the statements 

of confidential sources, as well as reports prepared by 
other governmental authorities that contain informa- 
tion from such sources. !n the Commission’s view, the 
disclosure of the names of persons who, in confidence, 
gave the Commission information that bears on the 
qualifications and suitability of individuals who are 
seeking employment or are employed by the Commis- 
sion could discourage the flow of such information to 
the Commission. The Commission is committed to 
maintaining the high quality of its staff. Particularly 
since the Commission regulates the most vital mechanism 
of the nation’s economy, the integrity of its staff must 
be beyond question. !t is for this reason that the Commis- 
sion believes it is essential to exempt the two systems 

of records listed above from Sections (c)(3), (d), (e)(1), 
(e)(4)(G), (H) and (1), and (f) of the Privacy Act, 5 
U.S.C. 552a(c)(3), (d), (e)(1), (e)(4)(G), (H) and (1), 

and (f) and 17 CFR 200.303, 200.304 and 200.306. 


> 2 i= 


Section (k) of the Privacy Act, 5 U.S.C. 552(k) pro- 
vides that any exemptions adopted by the Commission 
shall be adopted in accordance with Sections 4(a)(1), 
(a)(2) and (a)(3), 4(b) and 4(d) of the Administrative 
Procedure Act, as codified, 5 U.S.C. 553(b)(1), (2) 
and (3), (c) and (e). The Commission has complied 
fully with these requirements. Section (k) of the 
Privacy Act, 5 U.S.C. 552a(k), does not make appli- 
cable Section 4(c) of the Administrative Procedure 
Act, as codified, 5 U.S.C. 553(d), which provides, with 
some exceptions, that substantive rules shall become 
effective thirty days after their adoption. Even if Sec- 
tion 4(c) were nevertheless deemed to be applicable, 
the Commission finds that since 1) interested persons 
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have had an ample opportunity to comment on the pro- 
posed exemptions and the only comment received did not 
relate to the substance of the exemptions; 2) the changes 
made in the exemptions as adopted are insubstantial; and 
3) the Privacy Act becomes effective on September 27, 
1975, good cause exists for declaring the foregoing ex- 
emptions effective as of September 27, 1975. 


> ae 


The text of the exemptions is as follows: 


Subpart H — Exemptions from Provisions of the Privacy 
Act for Systems of Records that are Maintained by the 
Securities and Exchange Commission 


Sec. 
200.312 Specific Exemptions 
AUTHORITY: Pub. L. 93-579, sec. k, 5 U.S.C. 552a(k). 


Pursuant to Section (k) of the Privacy Act of 1974, the 
Chairman of the Securities and Exchange Commission, 
with the concurrence of the Commission, has deemed it 
necessary to promulgate the following exemptions to 
specified provisions of the Privacy Act: 


(a) Pursuant to, and limited by 5 U.S.C. 552a(k)(2), 
the following systems of records maintained by the 
Commission shall be exempted from 5 U.S.C. 552a(c)(3), 
(d), (e)(1), (e)(4)(G), (H) and (1), and (f) and 17 CFR 
200.303, 200.304 and 200.306, insofar as they contain 
investigatory materials compiled for law enforcement 
purposes: (1) Division of Enforcement Investigative 
Working Files; (2) Securities Violation Records and 
Bulletin; (3) Investigatory Files—SEC; (4) Division of 
Enforcement Preliminary Market Surveillance Inquiries; 
(5) Atlanta Regional Office General Index of Files and 
Atlanta Regional Office Investigatory Files; (6) Boston 
Regional Office Investigation Index File System and 
Boston Regional Office Investigatory Files; (7) Chicago 
Regional Office Index Cards and Chicago Regional 
Office investigatory Files; (8) Cleveland Branch Office 
investigatory Files and Cleveland Branch Office Index 
Cards; (9) Denver Regional Office Cross-Reference In- 
dex Cards and Denver Regional Office Investigatory 
Files; (10) Detroit Branch Office Investigatory Files 
and Detroit Branch Office Index Cards; (11) Fort Worth 
Regional Office General Indices and Fort Worth Re- 
gional Office Investigatory Files; (12) Houston Branch 
Office General Indices and Houston Branch Office In- 
vestigatory Files; (13) Los Angeles Regional Office In- 
vestigative Files; (14) Miami Branch Office General In- 
dex of Files and Miami Branch Office Investigatory Files; 
(15) New York Regional Office Master Card Index and 
New York Regional Office Investigatory Files; (16) New 
York Regional Office Index of Complaints; (17) Phil- 
adelphia Branch Office Investigatory Files; (18) Saint 
Louis Branch Office Investigative Files and Saint Louis 
Branch Office Inquiry, Complaint and General Refer- 
ence Files; (19) Salt Lake City Branch Office Cross- 
Reference Index Cards and Salt Lake City Branch 
Office Investigatory Files; (20) San Francisco Branch 
Office Investigative Files and San Francisco Branch 
Office Regulation A Files; (21) Seattle Regional Office 




































Master Card Index and Related Regulatory, Investiga- 


tory, and Legal Files Systems; (22) Washington Re- 


gional Office Investigatory Files; (23) Office of the 
General Counsel Working Files; (24) Office of the 
Chief Accountant Working Files; (25) Investigations 
and Actions Index; (26) Complaint Processing System; 
(27) Investor Service Complaint Index; (28) Name- 
Relationship Index System; (29) Rule 2(e) of the 
Commission’s Rules of Practice—Appearing or Prac- 
ticing Before the Commission; (30) Division of En- 
forcement Liaison Working Files. 


(b) Pursuant to 5 U.S.C. 552a(k)(5), the systems of 
records containing the Commission’s (1) Office of Per- 
sonnel Code of Conduct and Employee Performance 
Files and (2) Personnel Security Files shall be exempt 
from Sections (c)(3), (d), (e)(1), (e)(4)(G), (H) and 

(I) and (f) of the Privacy Act, 5 U.S.C. 552a(c)(3), 

(d), (e)(1), (e)(4)(G), (H), and (1) and (f), and 17 

CFR 200.303, 200.304 and 200.306 insofar as they 
contain investigatory material compiled to determine 

an individual's suitability, eligibility and qualifications 
for Federal civilian employment or access to classified 
information, but only to the extent that the disclosure 
of such material would reveal the identity of a source 
who furnished information to the Government under 

an express promise that the identity of the source would 
be held in confidence, or, prior to September 27, 1975, 
under an implied promise that the identity of the source 
would be held in confidence. 


By the Commission. 
September 19, 1975. 


George A. Fitzsimmons 
Secretary 


1/ Section (k)(2) of the Privacy Act provides that the 
head of an agency may promulgate rules exempting: 


“investigatory materials compiied for law enforce- 
ment purposes . . Provided, however, That if any 
individual is denied any right, privilege, or bene- 
fit that he would otherwise be entitled by Federal 
Law, or for which he would otherwise be eligible 
as a result of the maintenance of such material, 
such material shall be provided to such individual 
except to the extent that the disclosure of such 
material would reveal the identity of a source who 
furnished information to the Government under 
an express promise that the identity of the source 
would be held in confidence or, prior to the effec- 
tive date of this section, under an implied promise 
that the identity of the source will be held in con- 
fidence.” 


2/ Section (k)(5) of the Privacy Act provides that the 
head of an agency may promulgate rules exempting: 


“investigatory material compiled solely for the 
purpose of determining suitability, eligibility, or 
qualifications for Federal civilian employment, 
military service, Federal contracts, or access to 
classified information, but only to the extent that 





the disclosure of such material would reveal the 
identity of a source who furnished information to 
the Government under an express promise that the 
identity of the source would be held in confidence, 
or, prior to the effective date of this section, under 
an implied promise that the identity of the source 
would be held in confidence.” 





SECURITIES ACT OF 1933 
Release No. 5620/September 24, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11672/September 24, 1975 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19186/September 24, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8951/September 24, 1975 


NOTICE OF PROPOSED AMENDMENTS OF 
ARTICLE 9 OF REGULATION S-X 
(S7-587) 


The Commission hereby proposes to amend Article 9 
of Regulation S-X which specifies the requirements for 
the form and content of the financial statements and 
schedules to be included in registration statements and 
periodic reports filed with the Commission by bank 
holding companies and banks. 


The purpose of these proposed amendments is to con- 
form certain reporting practices of bank holding com- 
panies and banks to generally accepted accounting prin- 
ciples as practiced in other industries. The changes 
apply to reserves for loan losses, classification of un- 
earned income, and classification of certain debt instru- 
ments, sometimes referred to as capital debt. The Com- 
mission has concluded that these amendments should be 
proposed after discussions on several occasions with re- 
presentatives of the banking community, Federal bank 
regulatory authorities, the American Institute of Cer- 
tified Public Accountants, and the Internal Revenue 
service. 


To alleviate concerns that the proposed changes in 
reporting loan loss reserves would adversely affect the 
tax basis reserve the Chief Accountant requested and 
received from the Internal Revenue Service a letter 
which said, in part, ““The Service has no requirement 
that the financial statements conform to the books in 
the case of additions to the bad debt reserves for banks 
already on the reserve method. We would deem it appro- 
priate, however, that, if material, the disparity between 
the amount shown on the books and the amount shown 
on the financial statements be disclosed to the share- 
holder by way of a footnote or other method and the 
two amounts reconciled on the books.” 


The Commission is currently considering a comprehen- 
sive revision of Article 9; however, the following amend- 
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ments are proposed at this time in order that the 
changes can be implemented in 1975 financial state- 
ments. 


The following is the text of proposed Rules 9-05(e), 
(f) and (g) to be appended to existing rules under 
Article 9 of Regulation S-X: 


fe) The valuation portion of the reserve for loan 
losses shall be reported as a deduction from loans 
receivable, the deferred tax portion as a deferred tax 
item, and the contingency portion as a part of un- 
divided profits. 


(f) Bonds, notes, debentures and similar debt shall 
be reported as liabilities. Debt instruments may not 
be grouped with stockholder’s equity under the cap- 
tion “Capital.” 


(g) Unearned income shall be reported as a deduction 
from loans receivable. 


These amendments, if adopted, are expected to be made 
effective with respect to financial statements filed with 
the Commission subsequent to December 25, 1975. All 
interested persons are invited to submit their views or 
comments on these proposed amendments to George A. 
Fitzsimmons, Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549, on or before Novem- 
ber 15, 1975. Such communications should refer to File 
No. S7-587 and will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11663/September 19, 1975 


See Securities Act of 1933 Release No. 5618/September 
19, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11664/September 19, 1975 


See Securities Act of 1933 Release No. 5619/September, 
19, 1975. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11665/September 19, 1975 


The Securities and Exchange Commission announced the 
termination of the suspension in trading of the common 
stock of Systematic Tax, Inc. (Systematic) effective mid- 
night (EDT) September 22, 1975. 


The Commission suspended trading in the securities of 
Systematic due to questions which had arisen relating 

to recent market activity in the company’s stock as well 
as for the reason that the publicly available information 
concerning certain assets recently acquired by Systematic, 


and the circumstances surrounding the acquisition, appear- 


ed to be inadequate. In addition, questions arose with 
respect to the adequacy and accuracy of information sub- 
mitted to the National Quotation Bureau, Inc. concerning 
Systematic. 1/ 


The Commission cautions that, in any trading of System- 
atic common stock after the trading ban expires, share- 
holders and prospective purchasers of the stock, as well as 
broker-dealers, are urged to consider carefully the fore- 
going information, along with all other currently available 
information and any information subsequently issued by 
the company, in making any investment decision with 
respect to the stock of this company. The Commission 
further cautions that broker-dealers, who publish quota- 
tions and effect transactions in these securities, subse- 
quent to the expiration of this trading ban, should, be- 
fore such actions, assure themselves that they are not 
participating in activities in violation of the antifraud 
and/or anti-manipulative provisions of the Securities 

Act of 1933 and the Securities Exchange Act of 1934. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain 

as to what is required by Rule 15c2-11, he should re- 
frain from entering quotations relating to the securities 
in question until such time as he has familiarized him- 
self with said rule and is certain that all of its provisions 
have been met. !f any broker or dealer enters any quo- 
tation which is in violation of said rule, the Commission 
will consider the need for prompt enforcement action. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Securities Exchange Act Releases No. 11566 and 


1648. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11666/September 19, 1975 





UNLISTED TRADING SOUGHT. Notices have been 
issued giving interested persons until October 3 to re- 
quest a hearing on applications of the Midwest Stock 
Exchange for unlisted trading privileges in the speci- 
fied securities of the named companies: Household 
Finance Corporation, 10.40% debentures, 1B Series, 
due 1981; Indiana Bell Telephone Co., 10% deben- 
tures, due 2014; Indiana & Michigan Electric Co., 
10%% debentures, due 1982; Sears, Roebuck & 

" Company, 7-3/4% debentures, due 1985; Sears Roe- 

r buck & Company, 6-3/8 sinking fund debentures, due 
1993; Sears, Roebuck & Company, 8-5/8% debentures, 
due 1995; American Telephone & Telegraph Company, 
J 8.80% debentures, due 2005; American Telephone & 
Telegraph Company, 8.65% debentures, due 2007; 
Clark Equipment Credit Corp., 10-1/4% debentures 
Series, due 1979; Commonwealth Edison Company, 
8-3/4% mortgage debentures Series 30, due 2005; 


; Commonwealth Edison Company. 9% mortgage de- 
bentures Series 28, due 1979; General Motors Cor- 
, poration, 8-5/8% sinking fund debentures, due 2005; 


Standard Oil Company (Indiana) 9.20% sinking fund 
debentures, due 2004; Continental Illinois Corporation, 
10% floating rate notes, due 1989; Ford Motor Com- 
pany, 7.4% notes, due 1980; General Motors Corpora- 
tion, 8.05% notes, due 1985; International Harvester 
Company, 9.15% notes, due 1982; Standard Oil Com- 
company (Indiana), 9.7% floating rate notes, due 
@ 6 1989; Northern IIlinois Gas Company, 8-1/2% first 
mortgage bonds, due 1983. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11667/September 22, 1975 


Admin. Proc. File No. 3-2451 

In the Matter of 

PAUL L. RICE 

1307 Andover Court 

Oklahoma City, Oklahoma 

FINDINGS, OPINION AND ORDER OF SUSPENSION 

BROKER-DEALER PROCEEDINGS 

Grounds for Remedial Action 

Sale of Unregistered Securities 
Where salesman of registered broker-dealer parti- 
cipated in his customers’ sales of unregistered se- 
curities in violation of the Securities Act, held, 
salesman could not shift the entire responsibility 
for compliance with the Act's requirements to his 


superiors, and public interest required his suspen- 
sion for 30 days. 

















APPEARANCES: 
A. Bob Jordan, of Travis & Jordan, for Paul L. Rice. 


Joan H. Saxer and Cecil S. Mathis, of the Fort Worth 
Regional Office of the Commission, for the Division of 
Enforcement. 


Paul L. Rice, a salesman for the former broker-dealer firm 
of Stone Summers & Company, 1/appeals from the initial 
decision of an administrative law judge. The hearing offi- 
cer found that Rice aided and abetted violations of the 
Securities Act’s registration provisions in connection with 
the sale of unregistered common stock of United Austra- 
lian Oil, Inc. (“UAO”). 


The facts are largely undisputed. In November and Decem- 
ber 1968, Stone Summers sold 698,000 shares of UAO 
stock to other broker-dealers. It had purchased 100,000 
of those shares from one Paul Dawson for its own account, 
and it sold the remainder as agent for Dawson (100,000 
shares) and one Charles Allen (498,000 shares). 


Rice handled the accounts of Dawson and Allen at the 
firm, and they both dealt with him in arranging the sale 
of their UAO stock. Rice had known both Dawson and 
Allen for some time. In fact, Allen was Rice’s attorney 
and a personal friend of some twenty years’ standing. In 
1967, Dawson had been manager of, and Allen an attor- 
ney for, Sound Tronics of Oklahoma, Inc., a background 
music company owned by H. B. Todd, the president of 
UAO. That same year, UAO acquired Sound Tronics, 
and Dawson and Allen were given UAO acquired Sound 
Tronics, and Dawson and Allen were given UAO stock in 
part payment for services rendered. Rice handled the 
sale of some of their stock while working for another 
broker-dealer prior to becoming associated with Stone 
Summers. 


On November 1, 1968, Dawson transmitted to Rice two 
certificates, dated August 26, 1967, for 100,000 shares 
each of UAO stock. The covering letter stated that the 
shares were “free trading” and “not investment legend 
stock,”’ and requested that they be sold for Dawson’s 
account. Rice admitted that he was told by Dawson that 
Dawson had received the stock in payment for his services 
to Sound Tronics when he left UAO. Nevertheless, Rice 
proceeded with the sale. Dawson’s stock was sent to UAO, 
which acted as its own transfer agent, broken up into 
1000-share certificates in Stone Summers’ name, and 

sold as indicated above. 


In late November or early December, 1968, Allen made 
an arrangement with Todd, UAO’s president, for the pur- 
chase of 500,000 shares of UAO stock. Todd siated that 
the shares belonged to another UAO stockholder named 
“W.H. Walker” and were “good and tradable.”’ On De- 
cember 7, 1968, an employee of Todd delivered the 
shares, which were already in 1000-share certificates in 
Stone Summers’ name, to Allen, and shortly thereafter 
Allen gave them to Rice for sale. Allen told Rice that he 
had acquired the shares through Todd, whom Rice knew 
to be UAO’s president, but Rice made no further inquiry. 
Subsequently, Allen discovered that “Walker” was an 
alias used by Todd. 
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When the sales in question were made, there was no 
UAO registration statement on file with us. Hence the 
sales violated Sections 5(a) and 5(c) of the Securities 
Act unless they fell within one of the exemptions which 
the Act provides. The burden of establishing the avail- 
ability of such an exemption is on the person claiming 
it. 2/ Rice has not met that burden. 


Rice claims that Stone Summers’ sales as principal of 
the 100,000 UAO shares it purchased from Dawson 
were exempt as transactions by a dealer under Section 
4(3) of the Securities Act, and that its sales as agent for 
Dawson and Allen were exempt as brokers’ transactions 
under Section 4(4). But Dawson and Allen were “under- 
writers” within the meaning of that term as used in Sec- 
tion 2(11) of the Securities Act. 3/ The dealers’ exemp- 
tion is not available to a dealer selling unregistered se- 
curities acquired from an underwriter, and neither is 

the brokers’ exemption when the broker knows or has 
reasonable grounds to believe that his principal is an 
underwriter. 4/ 


Rice knew that Dawson had recently acquired his stock 
from the issuer. And the manner of Allen’s acquisition 
clearly should have moved Rice to make further in- 
quiry. Under the circumstances, he could not rely on 
the self-serving statements made by his principals and 
Todd that the stock was “free trading.”” Nor could he 
place any reliance on the fact that the certificates did 
not bear a restrictive legend, 5/or the circumstance 
that the issuer, acting as its own transfer agent, was 
willing to transfer the shares. 6/ 


Rice’s argument that the responsibility for complying 
with the Securities Act’s registration and prospectus- 
delivery requirements rested wholly on his superiors 

goes much too far. Salesmen also have some measure of 
responsibility in these matters. 7/ This is not to say that 
they must be finished scholars in the metaphysics of the 
Securities Act. But familiarity with the rudiments is 
essential. Here it must have been obvious to any pro- 
fessional in the securities business that Dawson was a 
mere conduit through whom UAO stock was moving from 
the issuer itself to the public. And with respect to Allen’s 
498,000 shares, even a salesman less experienced than 
Rice 8/ would, we think, have realized that some inquiry 
was called for when presented with so large a block of an 
obscure penny stock known to have emanated from a 
source close to the issuer’s president. 9/ 


We conclude, as did the hearing officer, that Rice 
willfully aided and abetted violations of Sections 
5(a) and 5(c) of the Secruities Act. 10/ 


Public Interest 


The hearing officer barred Rice from association with 

any broker or dealer with the proviso that, after one year, 
he might become so associated upon a satisfactory show- 
ing to our staff that he would be adequately supervised. 


Rice argues that this sanction is too severe. He points 
out that his supervisors at Stone Summers were only 
suspended for 30 days for essentially the same viola- 
tions. 11/ The harsher sanction imposed on Rice by 
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by the hearing officer was based on his conclusion that 
Rice and Allen had agreed to share the profits that Allen 
would realize from the sale of his UAO stock. Rice ve- 
hemently denies, as he did at the hearings, that there was 
such an agreement. And, after a careful review of the 
record, we are unable to conclude that any such arrange- 
ment was made. We further note that this appears to be 
the first disciplinary action in which Rice has been in- 
volved. Under the circumstances, we consider that the 
public interest will be satisfied by suspending Rice from 
association with any broker or dealer for 30 days. 


Accordingly, 1T 1S ORDERED that Paul L. Rice be, 

and he hereby is, suspended from being associated with 
any broker or dealer for 30 days, effective as of the open- 
ing of business on October 6, 1975. 


By the Commission (Chairman GARRETT and Commis- 
sioners LOOMIS, EVANS and SOMMER); Commissioner 
POLLACK not participating. 


George A. Fitzsimmons 
Secretary 


1/ Stone Summers withdrew its broker-dealer registration 
in August 1973. 


2/ SEC v. Ralston Purina Company, 346 U.S. 119 (1953); 
Pennaluna & Co. v. SEC, 410 F.2d 861, 865 (C.A. 9, 
1969), cert. denied, 396 U.S. 1007 (1970). 


3/ Section 2(11) defines an underwriter to include any 
person who purchases securities from an issuer with a 
view to distribution. For purposes of that definition, 
issuer is defined to include any person who controls the 
issuer. 


4/ Quinn and Company, Inc., 44 SEC 461, 466-469 
(1971), aff'd sub nom. Quinn and Company, Inc. v. SEC, 
452 F.2d 943 (C.A. 10, 1971), cert. denied, 406 U.S. 
957 (1972); Merrill Lynch, Pierce, Fenner & Smith In- 
corporated, Securities Exchange Act Release No. 9959, 
p. 4 (January 24, 1973); /ra Haupt & Company, 23 SEC 
589 (1946). 


5/ See Stone Summers & Company, Securities Exchange 
Act Release No. 9839, 0. 5 (November 3, 1972), and 
authorities there cited. 


6/ /d.; see also Stead v. SEC, 444 F.2d 713, 716 (C.A. 
10, 1971). 


7/ Quinn and Company, Inc.v. SEC, 452 F.2d 943, 
946-947 (C.A. 10, 1971): “[S] ecurities salesmen are 
under a duty to investigate, and a violation of that duty 
brings them within the term ‘willful’ ...;, Mark E. 
O'Leary, 43 SEC 842, 848 n. 13 (1968), aff’d sub nom. 
O’Leary v. SEC, 424 F.2d 908 (C.A.D.C. 1970); Merrill 
Lynch, Pierce, Fenner & Smith Incorporated, Securities 
Exchange Act Release No. 9959, p. 4 (January 24, 1973); 
Strathmore Securities, Inc., 43 SEC 575, 582 (1967). 


8/ Rice had over ten years experience in the business 
and had once been the proprietor of his own firm. 




















9/ As we said in Securities Act Release No. 4445, Dis- 
tribution by Broker-Dealers of Unregistered Securities 
(February 2, 1962): “The amount of inquiry called for 
necessarily varies with the circumstances of particular 
cases. A dealer who is offered a modest amount of a wide- 
ly traded security by a responsible customer, whose lack 
of relationship to the issuer is well known to him, may 
ordinarily proceed with considerable confidence. On the 
other hand, when a broker is offered a substantial block 
of a little-known security, either by persons who appear 
reluctant to disclose exactly where the securities came 
from, or where the surrounding circumstances raise a 
question as to whether or not the ostensible sellers may 
be merely intermediaries for controlling persons or sta- 
tutory underwriters, then searching inquiry is called 
for.” 


10/ In his petitionfor review, Rice raises various pro- 
cedural issues. First, he complains of the hearing officer's 
failure to sustain his objections to the admission of cer- 
tain unspecified evidence. But, contrary to Rule 18 of 
our Rules of Practice, Rice’s brief does not specify the 
evidence in question or even mention the issue. And we 
have found no error in the admission of evidence. Next, 
Rice complains that the Division of Enforcement failed 
to abide by its stipulation with him governing the conduct 
of these proceedings. Again, there is no specification of 
the respects in which the Division allegedly failed to com- 
ply with its agreement. And our review of the record dis- 
closes none. Finally, Rice argues that the hearing officer 
was biased and should have disqualified himself. This con- 
tention is based on rulings by the hearing officer refusing, 
at the request of our staff, to grant Rice an extension of 
time for the full period requested to file an answer in 
these proceedings, and refusing to grant him a continu- 
ance while granting similar requests by our staff. We 

have reviewed these rulings and find no error or evidence 
of bias, especially in light of the dilatory tactics pursued 
in these proceedings by Rice. See Pau/ L. Rice, Securities 
Exchange Act Release No. 9206 (June 14, 1971). More- 
over, we note that, subsequent to the rulings in question, 
Rice expressly stipulated that the same hearing officer 
could preside at the hearings with respect to him. 


11/ Stone Summers & Company, supra, at p. 7 of cited 
release. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11668/September 23, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY PBW STOCK EXCHANGE, INC. 


(File No. SR-PBWSE-75-2) 


The PBW Stock Exchange, Inc. submitted on September 
11, 1975 a proposed rule change under Rule 19b-4 to 
expand its pilot option trading program by the listing of 
call options on five (5) additional underlying stocks. This 
would increase the number of underlying stocks on which 
PBW lists options from the ten (10) presently authorized 


to fifteen (15). 


Publication of the submission is expected to be made in the 
Federal Register during the week of September 22, 1975. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 15 days 
from the date of publication in the Federal Register. Per- 
sons desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North Capitol 
Street, Washington, D. C. 20549. Reference should be 
made to File No. SR-PBWSE-75-2. 


Copies of the submission and of all written comments will 
be available for inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 

N. W.. Washington, D. C. Copies of the filing will also be 
available at the principal office of the PBW Stock Exchange. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11669/September 23, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
OF MIDWEST SECURITIES TRUST COMPANY AND 
MIDWEST CLEARING CORPORATION 


(File Nos. SR-MSTC-75-1 and SR-MCC-75-1) 


The Midwest Stock Exchange, Inc. (the “MSE’’), sub- 
mitted on September 2, 1975, a proposed rule change 
under Rule 19b-4 under the Securities Exchange Act of 
1934 amending the schedule of charges for services ren- 
dered by its wholly-owned subsidiaries, the Midwest 
Securities Trust Company and the Midwest Clearing 
Corporation. According to the MSE, the change in prices 
is not designed as a price increase, except in the automa- 
tic stock loan and forms areas, but a restructuring design- 
ed to facilitate efficient clearing and depository inter- 
faces. Additionally, the MSE indicates that the change 

is intended to relate the charges directly to the costs 

of providing the individual services. 


The foregoing rule change has become effective, pursu- 
ant to Section 19(b)(3) of the Securities Exchange Act 

of 1934. At any time within sixty days of the filing of 
such proposed rule change, the Commission may sum- 
marily abrogate such rule change if it appears to the Com- 
mission that such action is necessary or appropriate in the 
public interest, for the protection of investors, or other- 
wise in furtherance of the purposes of the Securities Ex- 
change Act of 1934. 


Publication of the submission is expected to be made in 
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the Federal Register during the week of September 29, 
1975. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Fed- 
eral Register. Persons desiring to make written submis- 
sions should file six copies thereof with the Secretary 

of the Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D. C. 20549. Re- 
ference should be made to File Nos. SR-MSTC-75-1 and 
SR-MCC-75-1. 


Copies of the submission and of all written comments will 
be available for inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 

N. W.. Washington, D. C. Copies of the filing will also be 
available at the principal office of the MSE. 


For the Commission, by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11670/September 23, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 476/September 23, 1975 


ADMINISTRATIVE PROCEEDINGS ORDERED 
REGARDING BARBARA YOUNG RICHMOND 
d/b/a RICHMOND & CO. 


The Securities and Exchange Commission announced the 
institution of public administrative proceedings under the 
Investment Advisers Act of 1940 to determine if the ap- 
plication for registration as an investment adviser of Bar- 
bara Young Richmond dba Richmond & Co. of Los 
Angeles, California should be denied. 


Mrs. Richmond was charged with filing with the Commis- 
sion a false application for registration as an investment 
adviser and having persons associated with her who are 
subject to permanent injunctions, have violated the Se- 
curities Exchange Act of 1934 and the Investment Ad- 
viser Act of 1940 and are subject to a Commission order 
barring such persons from association with broker-dealers 
and investment advisers. Mrs. Richmond filed her applica- 
tion as an investment adviser following the institution of 
administrative proceedings involving her husband, Curtis 
R. Richmond, and C. R. Richmond & Co., also of Los 
Angeles, California. (For further information see Release 
34-11371.) 


A hearing has been scheduled to take evidence on the 
staff's allegations and to afford Mrs. Richmond the oppor- 
tunity to offer any defenses and for the purpose of deter- 
mining whether the allegations are true; and if so, whether 
the application for registration should be denied. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11671/September 23, 1975 


Orders have been issued granting the application for 
unlisted trading privileges in the common stocks of 
the following companies: 


Midwest Stock Exchange, Inc. — Campbell Red 
Mines Ltd. 


PBW Stock Exchange, Inc. — National Patent 
Development Corporation. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11672/September 19, 1975 


See Securities Act of 1933 Release No. 5620/September 
24, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11673/September 23, 1975 


NOTICE OF ADOPTION OF RULE 11Ab2-1 AND 
RELATED FORM SIP UNDER THE SECURITIES 
EXCHANGE ACT OF 1934; NOTICE OF PROPOSED 
RULES 11Ab2-2, 11Ab2-3 AND 11Ab5-1; REQUEST 
FOR COMMENTS ON THE NEED TO REGISTER 
NON-EXCLUSIVE SECURITIES INFORMATION 
PROCESSORS; AND NOTICE OF WITHDRAWAL 
OF PROPOSED RULE 15c2-10 


Notice is hereby given that the Securities and Exchange 
Commission (the “‘Con.mission”’), in accordance with 

the Administrative Procedure Act, 5 U.S.C. 553(b)(3)(B), 
and pursuant to its authority under Sections 2, 3, 11A 
and 23 of the Securities Exchange Act of 1934 (the 
“Act’’), 15 U.S.C. 78(b), (c), (k), and (w), today adopted 
Rule 11Ab2-1 under the Act and related Form SIP. The 
Commission is doing so without general notice of rule- 
making and without opportunity for public procedure 
upon its finding that the need to implement a registration 
procedure for considering whether to declare registration 
applications effective would make such notice and public 
procedure impracticable, unnecessary and contrary to the 
public interest. 


Rule 11Ab2-1 provides that each exclusive securities in- 
formation processor required to be registered pursuant 
to Section 11A(b)(1) of the Act shall file an application 
for registration on Form SIP. 


New Secticn 11A(b)(1) of the Act, 15 U.S.C. 78k-1(b)(1), 
as added by the Securities Acts Amendments of 1975 1/ 
(the “1975 Amendments”), makes it unlawful for any 





























any securities information processor, directly or indirect- 
ly, to make use of the mails or any means or instrumen- 
tality of interstate commerce to perform the functions 
of a securities information processor unless registered 
with the Commission or except as otherwise provided 
in that Section. That Section also provides that securi- 
ties information processors not acting as exclusive pro- 
cessors of any information with respect to quotations 
for or transactions in securities are exempt from the 
requirement to register in accordance with Section 
11A(b)(1) unless the Commission, by rule or order, 
finds that theregistration of such non-exclusive securi- 
ties information processors is necessary or appropriate 
in the public interest, for the protection of investors, 

or for the achievement of the purposes of Section 11A 
of the Act. Until such time as the Commission promul- 
gates such rule or orders, only those securities informa- 
tion processors which act as the exclusive processors of 
any information with respect to quotations for, or trans- 
actions in, securities are required to register. Section 
31(a) of the 1975 Amendments provides that Section 
11A(b) of the Act shall become effective on December 
1, 1975. 2/ 


Section 11A(b)(2) provides that a securities information 
processor may be registered by filing with the Commis- 
sion an application for registration in such form as the 
Commission, by rule, may prescribe. The adoption to- 
day of Rule 11Ab2-1 and related Form SIP establishes 
the procedure by which securities information processors 
may apply to the Commission for registration. 


Section 3(a)(22) of the Act defines the terms “securities 
information processor” and “exclusive processor” as 
used in Section 11A(b) of the Act as follows: 


The term “securities information processor” means any 
person engaged in the business of (i) collecting, process- 
ing, or preparing for distribution or publication, or assist- 
ing, participating in, or coordinating the distribution or 
publication of, information with respect to transactions 
in or quotations for any security (other than an exempt- 
ed security) or (ii) distributing or publishing (whether by 
means of a ticker tape, a communications network, a 
terminal display device, or otherwise) on a current and 
continuing basis, information with respect to such trans- 
actions or quotations .... 


The term “exclusive processor” means any securities 
information processor or self-regulatory organization 
which, directly or indirectly, engages on an exclusive 
basis on behalf of any national securities exchange or 
registered securities association or any national securi- 
ties exchange or registered securities association which 
engages on an exclusive basis on its own behalf in 
collecting, processing, or preparing for distribution or . 
publication any information with respect to (i) trans- 
actions or quotations on or effected or made by means 
of any facility of such exchange or (ii) quotations dis- 
tributed or published by means of any electronic system 
operated or controlled by such association. 


In addition, in Section 3(a)(22), self-regulatory organiza- 
tions, among others, are excluded from the definition of 
the term “securities information processor.” 





A self-regulatory organization therefore may be an exclu- 
sive processor of securities information, but such self- 
regulatory organization is nevertheless excluded from 
designation as a securities information processor and is 
thus exempt from registration under Section 11A(b)(1) 
of the Act. 


Furthermore, the legislative history of the 1975 Amend- 
ments clearly indicates that the exclusion of self-regula- 
tory organizations from the definition of securities infor- 
mation processors was not intended to encompass sub- 
sidiaries and affiliates of those self-regulatory organiza- 
tions. 3/ The Committee Report on S.249, from which 
Sections 11A and 3(a)(22) of the Act were derived, states 
that “‘[i] n accordance with this provision [Section 
11A(b)(1)], central processing facilities such as the Se- 
curities Industry Automation Corporation (‘SIAC’) would 
all be required to register with the SEC. Stock exchanges 
and the NASD would be exempt from registration, al- 
though their subsidiaries and affiliates would not be ex- 
empt.” 4/ The Report also stated that the Senate bill 
recognized “that where a self-regulatory organization 

or organizations utilize an exclusive processor, that pro- 
cessor takes on certain of the characteristics of a public 
utility and should be regulated accordingly.”” 5/ At no 
point in the legislative history is there any indication 
that subsidiaries or affiliates of self-regulatory organiza- 
tions were intended to be exempted from the definition 
of a securities information processor. 6/ 


The statute, as described above, thus requires the regis- 
tration of all persons who, subsequent to December 1, 
1975, are securities information processors and use the 
mails or any means or instrumentality of interstate com- 
merce to perform the functions of a securities informa- 
tion processor on an exclusive basis on behalf of any na- 
tional securities exchange or registered securities asso- 
ciation. 7/ At the present time, the Commission is 
aware of six “persons” whose activities appear to be 
within the Section 3(a)(22) definition of a securities 
information processor and who appear to be perform- 
ing the functions of a securities information processor 
on an exclusive basis. 8/ These six are: 


1. The Consolidated Tape Association (“CTA”) is an 
association created for the purpose of coordinating and 
administering a plan for the dissemination on a current 
and continuing basis of last sale prices relating to com- 
pleted transactions in eligible securities traded on a 
national securities exchange (“the Plan’”’). The Plan 

was submitted to, and declared effective by, the Com- 
mission pursuant to Rule 17a-15 of the Act. CTA is a 
policy-making body which has the power and exercises 
the authority conferred upon it by the Plan, including 
the authority to develop procedures and make admin- 
istrative decisions necessary to facilitate operation of 
the consolidated tape in accordance with the provi- 
sions of the Plan and to monitor compliance therewith. 
CTA is a securities information processor which engages 
on an exclusive basis, on behalf of its participant na- 
tional securities exchanges and registered securities asso- 
ciation and other persons which are reporting parties, in 
administering the Plan. The Plan provides for the pre- 
paration, processing and dissemination of information 
printed on the consolidated tape and states that SIAC 
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(see below) shall be initially engaged to serve as the 
recipient and processor of last sale prices reported 
to it for inclusion on the consolidated tape. 


2. The Options Price Reporting Authority (““OPRA”) 
is an organization comprised of those national securi- 
ties exchanges which have a plan for trading listed op- 
tions declared effective by the Commission pursuant to 
former Rule 9b-1 under the Act. 9/ OPRA administers 
a plan for the reporting of options last sale price infor- 
mation (the “Options Plan”) and makes all policy deci- 
sions under the Options Plan including the setting of 
standards determining the qualifications of subscribers 
and governing the method and format for reporting 
options last sale data, prescribing forms and contracts 
to be entered into with vendors and subscribers, and de- 
termining policy questions relating to budgetary and fi- 
nancial matters. OPRA is a securities information pro- 
cessor which enyages on an exclusive basis on behalf 

of its participant exchanges in administering the pre- 
Paration and dissemination of last sale price reports 

for eligible securities over a consolidated options 

tape network and, on a current basis, over a network 
to vendors and news services. OPRA, like CTA, also 
has engaged SIAC to receive and process options last 
sale price information. 


3. The Securities Industry Automation Corporation 
(“SIAC”) is a wholly-owned subsidiary of the New 
York (“NYSE”) and American (““Amex”’) Stock 
Exchanges. SIAC is a securities information processor 
which engages on an exclusive basis on behalf of CTA, 
OPRA and their member, participant and reporting 
national securities exchanges and registered securities 
association in collecting, processing, and preparing 
for distribution the information disseminated by the 
consolidated tape and the consolidated options tape. 
SIAC also engages on an exclusive basis on behalf of 
the NYSE and Amex in coilecting, processing, and 
preparing for distribution or publication, by or for 

all other persons, information with respect to trans- 
actions and quotations on those exchanges. 


4. Bunker Ramo Corporation (“Bunker Ramo”’) is 

a publicly-owned corporation which offers a number of 
securities information services to the exchange, broker- 
dealer, and private investor communities. Bunker Ramo 
is a securities information processor engaged on an ex- 
clusive basis on behalf of the National Association of 
Securities Dealers (“NASD”), a registered securities 
association, in collecting, processing, and preparing quo- 
tations for distribution or publication on NASDAQ. 

it is understood that in or about February 1976, the 
NASD will acquire NASDAO from Bunker Ramo and 
that the latter will operate NASDAO under contract 
with the NASD. 


5. Pacific Stock Exchange Service Corp. (“Service 
Corp.”’) is a wholly-owned subsidiary of the Pacific 
Stock Exchange, Inc. (““PSE’’). The Service Corp. is 

a securities information processor which, among 
other things, engages on an exclusive basis on behalf 
of the PSE in collecting, processing, and preparing for 
distribution by or for all other persons information 
with respect to transactions on that exchange. 


920/SEC DOCKET 


6. Quotron Systems, Inc. (““Quotron”’) is a publicly-owned 
company which, among other things, performs various se- 
curities information processing functions on behalf of the 
Midwest (“MSE”) and Boston (“BSE”) Stock Exchanges. 
Quotron engages on an exclusive basis on behalf of the 
MSE and BSE in collecting, processing, and preparing for 
distribution or publication by or for other persons infor- 
mation with respect to transactions and quotations on 
those exchanges. 


Application for Exemption from Registration 


It should be noted that Section 11A(b)(1) of the Act 
authorizes the Commission to exempt conditionally or 
unconditionally any securities information processor or 
class of securities information processors from any pro- 
vision of that Section or the rules and regulations there- 
under. To grant such an exemption, the Commission 
must find that the exemption “is consistent with the 
public interest, the protection of investors, and the pur- 
poses of this section, including the maintenance of fair 
and orderly markets in securities and the removal of im- 
pediments to and perfection of the mechanism of a na- 
tional market system.” Interested persons are invited to 
consider the need for registration in light of Section 
11A(b)(1) and Sections 11A(b)(3) and (5), and Sections 
17(a) and (b) of the Act, among others, insofar as they 
provide a framework for surveillance and regulation of 
registered securities information processors. Any applica- 
tion for an exemption from registration, therefore, not 
only should show how such an exemption would be con- 
sistent with the statutory purposes mentioned above but 
also should demonstrate why, by virtue of the applicant's 
organization, operation or other characteristics, the appli- 
cant should be exempted from registration, the require- 
ments of Section.11A(b) and the Commission’s author- 
ity under Sections 17(a) and (b). 


Adoption of Ruie 11Ab2-1 


Rule 11Ab2-1(a) provides that applications for registration 
as securities information processors shall be filed on Form 
SIP in accordance with the instructions contained therein. 
Paragraph (b) of Rule 11Ab2-1 provides that if any infor- 
mation contained in items 1 through 13 or item 21 of 
Form SIP becomes inaccurate, misleading, or incomplete 
for any reason, the securities information processor shall 
promptly file an amendment to Form SIP correcting such 
information. !n addition, paragraph (c) of Rule 11Ab2-1 
provides that the Commission may exempt, conditionally 
or unconditionally, any securities information processor 
from any provision of the rules and regulations under Sec- 
tion 11A(b). Paragraph (d) of Rule 11Ab2-1 provides that 
every amendment filed pursuant to Rule 11Ab2-1 shall 
constitute a “report” within the meaning of Sections 
17(a), 18(a) and 32(a) of the Act. 


The Commission finds that notice and public procedure 
are impracticable, unnecessary and contrary to the pub- 
lic interest with respect to the adoption of Rule 11Ab2-1 
and related Form SIP, and that such Rule and Form 
should be adopted, effective immediately, in order to 
provide an orderly procedure for consideration of appli- 
cations for registration as securities information process- 
ors. 
































() 


Section 11A(b)(3) of the Act provides that the Commis- 
sion shall, upon the filing of an application for registra- 
tion pursuant to Section 11A(b)(2), publish notice of the 
filing and afford interested persons an opportunity to sub- 
mit written data, views and arguments concerning such 
application. Section 11A(b)(3) also provides that within 
90 days of the publication of such notice the Commission 
shall by order grant such registration or institute proceed- 
ings to determine whether such registration should be de- 
nied. The Commission finds that the immediate adoption 
of Rule 11Ab2-1 is necessary to allow sufficient time for 
the following actions required by the statute: 1) comple- 
tion and filing with the Commission of Form SIP by ap- 
plicants for registration; 2) receipt by the Commission of 
Form SIP, publication of notice of each filing and invita- 
tion for interested persons to submit written data, views, 
and arguments concerning each filed application; 3) de- 
termination by the Commission whether the applicant 

is so Organized and has the capability to comply with the 
standards prescribed in Section 11A(b)(3) of the Act; 

4) the making by the Commission of the required find- 
ings by December 1, 1975, which, as previously noted, 

is the date by which exclusive securities information 
processors are required to be registered. 


In compliance with Section 23(a) of the Act, the Com- 
mission has considered the impact which the adoption 
of Rule 11Ab2-1 and related Form SIP would have on 
competition. The Commission finds that the adoption 
of Rule 11Ab2-1 and Form SIP will not impose any 
burden on competition. 


Adoption of Form SIP 


Pursuant to Rule 11Ab2-1, a securities information pro- 
cessor which is required to be registered with the Com- 
mission in accordance with Section 11A(b)(1) is re- 
quired to apply for such registration on Form SIP. 


After receipt of a completed application for registration 
on Form SIP, the Commission, acting pursuant to Section 
11Ab(3) of the Act, will publish notice of the filing and 
afford interested persons the opportunity to submit 
written data, views and arguments concerning such appli- 
cation. Before granting an applicant's registration, the 
Commission is required under Section 11A(b)(3) of 

the Act to find that the applicant 


is so organized, and has the capacity, to be able 
to assure the prompt, accurate, and reliable per- 
formance of its functions as a securities informa- 
tion processor, comply with the provisions of 

this title and the rules and regulations thereunder, 
carry out its functions in a manner consistent 
with the purposes of this section, and, insofar 

as it is acting as an exclusive processor, operate 
fairly and efficiently ....” 


The information to be provided by Form SIP is required 
to enable the Commission to make such findings, or if 

it appears such findings cannot be made, to institute 
Proceedings to determine whether registration should be 
denied. If an applicant or registrant, for good cause, be- 
lieves it should be exempt from responding to any item 
of exhibit of: Form SIP, the applicant or registrant may 





apply to the Commission for such exemption and the Com- 
mission will consider such application under Rule 11Ab- 
2-1(c). Each application shall include a statement of the 
reasons supporting each such request. 


In the application for registration as a securities information 
processor, the applicant may request that confidential 
treatment be accorded, under any of the applicable ex- 
emptions provided in the Freedom of Information Act 

(5 U.S.C. 552(b)) , to any of the information required 

to be submitted on Form SIP. Such information should 

be provided separately, along with a statement of the 
reasons supporting the request, with specific reference 

to the Freedom of Information Act exemption relied 

upon. 


The Commission requests each securities information 
processor required to be registered pursuant to Section 
11A(b)(1) to file Form SIP by October 20, 1975, in 
order that the Commission may solicit comments on 
such applications and thereafter complete its review 

of those applications and comments before December 1, 
1975. 


Proposed Rules 11Ab2-2, 11Ab2-3 and 11Ab5-1 


Notice is hereby given that the Commission has under 
consideration a proposal to adopt Rules 11Ab2-2, 
11Ab2-3 and 11Ab5-1. Proposed Rule 11Ab2-2 re- 
quires each registered securities information processor 
to file, before June 30 of each year, an annual amend- 
ment to Form SIP. In each such amendment the regis- 
trant is required to update the information contained 
in Form SIP, or any exhibit or supplement thereto, 
which has changed or become inaccurate and has not 
previously been reported. Beginning with the regis- 
trant’s first annual amendment, the proposed rule 
would require each registrant to supply the informa- 
tion requested by item 13(g) of Form SIP for all em- 
ployees. The proposed rule also requires that current 
financial information contained in item 20 of Form 
SIP be filed with the annual amendment as of the end 
of the most recent fiscal year of any affiliate of the re- 
gistrant which also engages in performing securities in- 
formation processing functions. Proposed Rule 11Ab2-2 
would also initiate a requirement that the financial in- 
formation required of the registrant in item 19 be cer- 
tified by an independent public accountant and filed with 
the Commission within 90 days of the close of the re- 
gistrant’s most recent fiscal year. 


Proposed Rule 11Ab2-2 is designed to keep the informa- 
tion about each registered securities information pro- 
cessor current so that the Commission can ascertain 

that each registrant continues to have the capacity and 
organization to assure the prompt, accurate and reliable 
performance of its functions as a securities information 
processor. 10/ 


Proposed Rule 11Ab2-3 provides that each successor to 

a registered securities information processor shall be 
deemed to be registered for purposes of Section 11A(b)(1) 
of the Act for an initial period of 30 days following the 
date of succession provided that the successor files a 
statement with the Commission which adopts the Form 
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SIP, and all amendments thereto, of its predecessor 

as its own. Furthermore, if the successor filesanew 
application for recistration within 30 days of the suc- 
cession, the successor may be deemed to be registered 
for a continuing period up to 90 days after publica- 
tion of notice of the new application for registration. 
It should also be noted, however, that Rule 11Ab2-1(c) 
would require the prompt amendment of certain in- 
formation in the predecessor's Form SIP if that infor- 
mation became inaccurate by reason of the succession 
or otherwise within the prescribed grace period. 


Proposed Rule 11Ab5-1 requires a registered securities 
information processor which prohibits or limits any 
person in respect of access to any of its services to file 
notice of such prohibition or limitation within 15 days 
thereof and to send a copy of such notice to any per- 
son aggrieved by such prohibition or limitation. The 
notice must include, in narrative form, the name and 
address of the securities information processor and 

of the party to whom access was prohibited or limited, 
the date access was requested and the nature of the 
request, the date access was prohibited or limited, 

the reason for such prohibition or limitation, and any 
applicable documents. 11/ 


Request for Comments on Rule 11Ab2-1, Form SIP, 
and Proposed Rules 


While the Commission has been unable to provide 
notice and public procedure with regard to the adop- 
tion of Rule 11Ab2-1 and Form SIP, the Commission 
invites public comment on the Rule and Form as adopted 
and will review such Rule and Form in light of ali com- 
ments received. Public comment is also invited on Pro- 
posed Rules 11Ab2-2, 11Ab2-3 and 11Ab5-1. Com- 
ments should be submitted in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, D. C., 
20549 not later than November 1, 1975. All commun- 
ications should refer to File No. S7-585 and will be 
available for public inspection in the Commission’s 
Public Reference Room located at 1100 L Street, 

N. W., Room 6101, Washington, D. C. 


Request for Comments on the Need to Register Non- 
Exclusive Securities Information Processors 


Section 11A(b)(1) of the Act provides that “[A] securi- 
ties information processor not acting as the exclusive 
processor of any information ... is exempt from the 
requirement to register in accordance with this section 
unless the Commission, by rule or order, finds that the 
registration of such securities information processor is 
necessary or appropriate in the public interest, for the 
protection of investors, or for the achievement of the 
purposes of this section . ..” 


The Commission invites comments with regard to whether 
it is necessary or appropriate to require, by rule or order, 
the registration of non-exclusive securities information 
processors, or of a class of such processors. Comments 
should address whether the Commission, in adopting a 
rule should conditionally or unconditionally exempt any 
class of securities information processors from registra- 


922/SEC DOCKET 


tion if registration is to be required of securities informa- 
tion processors which do not act in an exclusive capacity. 


In evaluating the need to register non-exclusive securities 
information processors, commentators may wish to con- 
sult one or more of the following documents: 


1. Proposal to Adopt Rule 15c2-10, Securities Exchange 
Act Release No. 8661 (Aug. 4, 1969), 34 Fed. Reg. 
12952 (1969). 


2. Securities Industry Study, Report of the Subcom. 
on Commerce and Finance of the House Comm. on 
Interstate and Foreign Commerce, H.R. Rep. No. 1519 
92d Cong. 1st Sess. 117-130, (1972). 


3. Securities Industry Study, Report of the Subcomm. 
on Securities of the Senate Comm. on Banking, Housing 
and Urban Affairs, S. Doc. No. 13, 93d Cong., 1st Sess. 
89-133 (1973). 


4. “Comments of the Securities and Exchange Commis- 
sion,” Hearings on S.2519 before the Subcomm. on Se- 
curities of the Senate Comm. on Banking, Housing and 
Urban Affairs, National Securities Market System Act of 
1973, 93d Cong., 1st Sess. 70-80 and 85-88 (1973). 


5. Hearings on S.249 before the Subcomm. on Securi- 
ties of the Senate Comm. on Banking, Housing and Ur- 
ban Affairs, 94th Cong., 1st Sess. 186-187, 213-15, 
224-28 (1975). 


6. Securities Acts Amendments of 1975, Report of the 
Senate Comm. on Banking, Housing and Urban Affairs 
to Accompany S. 249, S. Rep. No. 75, 94th Cong., 1st 
Sess. 9-12; 90-91, 101-07 (1975). 


7. Securities Acts Amendments of 1975, Conferet.ce 
Report to Accompany S. 249, Joint Statement of the 
Committee on Conference, H.R. Rep. No. 229, 94th 
Cong., 1st Sess. 92-94 (1975). 


Comments should be submitted in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D. C. 20549 
not later than December 1, 1975. All communications 
should refer to File No. S7-586 and will be available for 
public inspection in the Commission’s Public Reference 
Room. 


Withdrawal of Proposed Rule 15c2-10 


The Commission also announced the withdrawal of pro- 
posed Rule 15c2-10, a rule which was proposed in Securi- 
ties Exchange Release No. 8661 (Aug. 4, 1969), 34 Fed. 
Reg. 12952 (1969). The proposed rule would have pro- 
vided a regulatory framework for automated trading in- 
formation systems (other than those within the scope of 
regulation of securities exchanges and associations) by 
prohibiting a broker or dealer from operating or partici- 
Pating in such a system unless the system were the sub- 
ject of a plan declared effective by the Commission. In 
view of the regulatory scheme provided by the 1975 
Amendments, part of which is being implemented here- 
in, further consideration, or adoption, of such a rule is 
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deemed no longer necessary. 
By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Pub. L. No. 94-29 (June 4, 1975). 


2/ Section 31(a) of the 1975 Amendments states that 
Section 11A(b) of the Act becomes effective 180 days 
after the date of enactment of the 1975 Amendments, 
which was June 4, 1975. 


3/ Self-regulatory organizations are excluded from the 
Section 3(a)(22) definition of a securities information 
processor. Section 3(a)(26) includes any national securi- 
ties exchange within the definition of a self-regulatory 
organization and Section 3(a)(1) includes within the de- 
finition of an “exchange” the market place and the 
facilities maintained by such exchange. The term “‘fa- 
cility’’ when used with respect to an exchange is de- 
fined in Section 3(a)(2). The legislative history pre- 
cludes, however, for the purpose of the registration 

of securities information processors, any interpretation 
which would identify an affiliate or subsidiary of an 
exchange as a marketplace or facility maintained by 
such exchange. See text, infra. 


4/ Securities Acts Amendments of 1975, Report of the 
Senate Comm. on Banking, Housing and Urban Affairs 
to Accompany S.249, S. Rep. No. 75, 94th Cong., 1st 
Sess. 10 (1975). 


5/ Securities Acts Amendments of 1975, Conference 
Report to Accompany S.249, Joint Explanatory State- 
iment of the Comm. of Conference, H.R. Rep. No. 
229, 94th Cong., 1st Sess. 93 (1975). 


6/ in comments filed by the New York Stock Exchange 
during the hearings on S.249, the NYSE requested 

that the definition of securities information processor 

in $.249 be amended to “exclude any subsidiary con- 
trolled by a national securities exchange.” The NYSE 
stated that registration of its subsidiary, SIAC, should 
not be necessary. Hearings on S.249 before the Sub- 
comm. on Securities of the Comm. on Banking, Housing 
and Urban Affairs, 94th Cong., 1st Sess., 402 (1975). 
As indicated above, that suggestion was not adopted by 
the Congress. 


7/ Section 3(a)(9) of the Act defines a person as “a 
natural person, company, government, or political sub- 
division, agency, or instrumentality of government.” 
Section 3(a)(19) of the Act provides that “company” 
shall have the same meaning as in the Investment Com- 
pany Act of 1940. That Act, in Section 2(a)(8) defines 
“company” as “a corporation, a partnership, an associa- 
tion, a joint-stock company, a trust, a fund, or any 
organized group of persons whether incorporated or 
not; or any receiver, trustee in bankruptcy or similar 
official or any liquidating agent for any of the fore- 
going, in his capacity as such.” 


8/ The list of exclusive processors is not intended to be 


exhaustive, but rather to provide examples of the type of 
person which must initially register under the Act. The 
Commission wishes to make clear that omission of a person 
from the list is not in any way indicative of any view by 
the Commission that such person is not an exclusive pro- 
cessor within the meaning of the Act. 


9/ Former Rule 9b-1 was rescinded upon the adoption of 
Rule 19b-4. Securities Exchange Act Release No. 11604 
(Aug. 19, 1975), 40 Fed. Reg. 40509 (1975). The Com- 
mission stated in that Release that rules of exchanges con- 
stituting part of their plans for the regulating of options 
which were in effect on June 4, 1975, would continue in 
effect. 


10/ Section 11A(b)(4) of the Act provides that “[i] f the 
Commission finds that any registered securities information 
processor is no longer in existence or has ceased to do 
business in the capacity specified in its application for 
registration, the Commission, by order, shall cancel the 
registration.” 


11/ Section 11A(b)(5)(A) of the Act states that “ [i] f 
any registered securities information processor prohibits 
or limits any person in respect of services offered, direct- 
ly or indirectly, by such securities information processor, 
the registered securities information processor shall 
promptly file notice thereof with the Commission. The 
notice shall be in such form as the Commission, by rule, 
may prescribe as necessary or appropriate in the public 
interest or for the protection of investors.” 


Rule 11Ab2-1—Aegistration of Securities Information 
Processors: Form of Application and Amendments 


(a) An application for the registration of a securities 
information processor shall be filed on Form SIP in 
accordance with the instructions contained therein. 


(b) If any information reported in items 1-13 or item 
21 of Form SIP or in any amendment thereto, is or be- 
comes inaccurate for any reason, whether before or 
after the registration has been granted, the securities 
information processor shall promptly file an amendment 
on Form SIP correcting such information. 


(c) The Commission, upon its own motion or upon ap- 
plication by any securities information processor, may 
conditionally or unconditionally exempt any securities 
information processor from any provision of the rules 
or regulations adopted under Section 11A(b). 


(d) Every amendment filed pursuant to this section 
shall constitute a “report’’ within the meaning of Sec- 
tions 17(a), 18(a) and 32(a) of the Act. 


Proposed Rule 11Ab2-2—Annual Amendments to Regis- 
tration Statement of Securities Information Processors 
(a) On or before June 30 of each year each registered 


securities information processor shall file an annual 
amendment to Form SIP setting forth: 
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(i) All changes, and the effective dates thereof, 
which have been effected in any of the information . 
contained in items 1-18 and 21-31 and which have 

not previously been reported. Such amendment shall 
include information as of the latest practicable date 
within one month of the date on which the annual 
amendment is filed. In the event no such changes have 
occurred during the period covered by the amendment, 
the registrant shall set forth a statement to that effect 
in the amendment. 


(ii) All information required by item 20 as of the close 
of the most recent fiscal year of any affiliate of the 
registrant. 


(b) All information required by item 19 of Form SIP 
shall be filed within 90 days of the close of the regis- 
trant’s most recent fiscal year, such information to be 
certified by an independent public accountant. 


(c) Commencing with each registrant’s first annual 
amendment, each registrant shall list as item 13h of 
Form SIP any employee who is subject to any order, 
conviction, injunction or action described in item 13g 
of Form SIP and describe for each such employee the 
nature of such order, conviction, injunction or action. 
item 13h shall thereafter be subject to amendment 
pursuant to Rules 11Ab2-1(b) and 11Ab2-2(a). 


Proposed Rule 11Ab2-3—fegistration of a Successor to 
a Registered Securities Information Processor 


In the event that a securities information processor suc- 
ceeds to and continues the business of another registered 
securities information processor, 


(a) The registration of the predecessor shall be deemed 
to remain effective as the registration of the successor 
for a period of 30 days after such succession if the suc- 
cessor files a statement with the Commission adopting 
the Form SIP, and all amendments thereto, of its pre- 
decessor as its own; 


(b) If such successor in addition files a new application 
for registration on Form SIP within 30 days of the suc- 
cession, the registration of the predecessor shali be 
deemed to remain effective as the registration of the 
successor for a period of 90 days following the date 

of publication by the Commission of notice of such 
filing. 


Proposed Rule 11Ab5-1—Notice of Prohibition or Limi- 
tation in Respect of Access to Services; Form of Notice 


Any registered securities information processor which pro- 
hibits or limits any person in respect of access to ser- 
vices offered, directly or indirectly, by such securities 
information processor shall, within 15 days of such pro- 
hibition or limitation, file with the Commission notice 

of such action and send a copy of such notice to any 
person aggrieved by such prohibition or limitation. The 
notice shall include, in narrative form, the name and 
address of the registered securities information processor, 
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the name and address of the party to which the prohibi- 
tion or limitation was applied, the date access was re- 
quested, the nature of the request, the effective date of 
such prohibition or limitation, the reason for such prohi- 
bition or limitation, and any applicable documents. 


FORM SIP (Instruction Sheet) 

APPLICATION FOR REGISTRATION AS SECURITIES 
INFORMATION PROCESSOR AMENDMENT TO SUCH 
APPLICATION OR EGISTRATION UNDER THE SE- 
CURITIES EXCHANGE ACT OF 1934 


GENERAL INSTRUCTIONS FOR PREPARING AND 
FILING FORM SIP 


1. Four Copies of Form SIP and Exhibits thereto are to be 
filed with the Securities and Exchange Commission by 
applicants for registration as a securities information 
processor, or by registered securities information pro- 
cessors amending such registration, pursuant to Section 
11A of the Securities Exchange Act of 1934 and the 
rules amd regulations thereunder. Applicants may pre- 
pare their own form but must follow the format pre- 
scribed inerein. Upon the filing of an application for 
registration, the Commission will publish notice of the 
filing and afford interested persons an opportunity to 
submit written data, views and arguments concerning 
such application. No application for registration shall 
be effective unless the Commission, by order, grants 
such registration. 


2. Individuals’ names, except the executing signature in 
Item 11, shall be given in full (last name, first name, middle 
name). 


3. Signatures on all copies of the Form filed with the 
Commission shall be executed manually. !f the Form is 
filed by a sole proprietor, it shall be signed by such pro- 
prietor; if filed by a partnership, it shall be signed in the 
name of the partnership by a general partner duly auth- 
orized; if filed by an unincorporated organization or as- 
sociation which is not a partnership, it shall be signed in 
the name of such organization or association by the man- 
aging agent—i.e., a duly authorized person who directs 
or manages or who participates in the directing or man- 
aging of its affairs; if filed by a corporation, it shall be 
signed in the name of the corporation by a principal offi- 
cer duly authorized. 


4. If Form SIP is being filed as an application for regis- 
tration, all applicable items must be answered in full. If 
any item is not applicable, indicate by “‘none” or 
“N/A” as appropriate. 


5. Under Sections 11A(b) and 17(a) of the Securities 
Exchange Act of 1934 and the rules and regulations 
thereunder, the Commission is authorized to solicit 

the information required to be supplied by this form 
from applicants for registration as a securities informa- 
tion processor and from registered securities information 
processors. Disclosure of the information specified on 
this form is mandatory prior to processing of an appli- 
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cation for registration as a securities information proces- 
sor. The information will be used for the principal pur- 
pose of determining whether the Commission should 


grant or deny registration to an applicant. Except in 


cases where confidential treatment is requested by the 
applicant and granted by the Commission pursuant to 
the Freedom of Information Act and the rules of the 
Commission thereunder, infromation supplied on this 
form will be included routinely in the public files of 
the Commission and will be available for inspection by 
any interested person. A form which is not prepared 
and executed in compliance with applicable require- 
ments may be returned as not acceptable for filing. 
Acceptance of this form, however, shall not constitute 
any finding that it has been filed as required or that 
the information submitted is true, current or complete. 
Intentional misstatements or omissions of fact consti- 
tute Federal criminal violations, (See 18 U.S.C. 1001 
and 15 U.S.C. 78ff(a)). 


6. Rule 11Ab2-1(c) requires that if any information 
contained in items 1 through 13 or item 21 of this 
application, or any supplement or amendment thereto, 
is or becomes inaccurate for any reason, an amendment 
must be filed promptly on Form SIP correcting such 
information. 


7. For the purposes of this form, the term “applicant’’ 
shall include any applicant for registration as a securi- 
ties information processor or any registered securities 
information processor which is amending Form SIP. 


8. Registrants filing Form SIP as an amendment (other 
than an annual amendment) need file only the facing 
page, the signature page (item 11), and any pages on 
which an aswer is being amended, together with such 
exhibits as are being amended. The submission of an 
amendment represents that all unamended items and 
exhibits remain true, current and complete as previous- 
ty filed. 


DEFINITIONS: Unless the context requires otherwise, all 
terms used in the form have the same meaning as in the 
Securities Exchange Act of 1934, as amended, and in the 
General Rules and Regulations of the Commission there- 
under. 


FORM SIP 


APPLICATION OR AMENDMENT TO APPLICATION 
FOR REGISTRATION AS SECURITIES INFORMA- 
TION PROCESSOR UNDER THE SECURITIES Ex- 
CHANGE ACT OF 1934 


If this is am AMENDMENT to an application, 
or to an effective registration (other than an 
annual amendment) list all items which are 
amended and check here. 


if this is an ANNUAL AMENDMENT to 
an effective registration, list all items which 
are amended and check here. 

GENERAL INFORMATION 


1. Name under which business is conducted, if different 
than name specified on facing sheet. 





2. If name of business is hereby amended, state previous 
business name. 





3. Mailing address, if different than address specified on 
facing sheet. 





(No. and Street) 





(City) (State) (Zip Code) 
4. List of principal office(s) and address(s) where securi- 


ties information processing activities are conducted. 





(Office) (Address) 








(Exact name of applicant as specified in charter) 





(Address of principal executive offices) 


If this is an APPLICATION for registration, 


_ complete in full and check here. 





5. If applicant is a successor (within the definition of 
Rule 12b-2 under the Securities Exchange Act) to a pre- 
viously registered securities information processor, please 
complete the following: 


a. Date of succession 





b. Full name and address of predecessor registrant 





(Name) 





{No. and Street) 





(City) (State) (Zip Code) 
6. List all securities markets for which the applicant is 
acting or for which it proposes to act as an exclusive 
securities information processor. For each such market, 
furnish a description of the function(s) as set forth in 
Section 3(a)(22) of the Act which the applicant performs 


“or proposes to perform. For each such market, provide 


a list of all securities for which information with respect 
to quutations for, or transactions in, is or is proposed to 
be collected, processed, distributed or published. Note: 
Securities may be described by group or groups if each 
such group is readily identifiable or a reference to a com- 
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plete list of individual securities within the group is pro- 
vided, (e.g., all securities listed on the Stock Ex- 
change). In addition, provide a list of all other securities. 
information processing functions which are performed 
on a non-exclusive basis. 














(Name of Applicant) 








(Manual signature of Sole Proprietor, General Partner, 
Managing Agent or Principal Officer) 








BUSINESS ORGANIZATION 

7. Applicant is a: Corporation 
Partnership 
Sole 
Proprietorship 





Other form of 
Organizational 
(Specify) 





8. If applicant is a corporation: 


a. Date of incorporation 





b. State of incorporation 





9. If applicant is a partnership: 


a. Date of filing of partnership articles 





b. State in which filed 





10. Applicant agrees and consents that the notice of any 
proceeding before the Commission in connection with its 
application for registration as a securities information 
processor may be given by sending such notice by certi- 
fied mail or confirmed telegram to the officer specified 
or person named below at the address given. 





{Name of person or, if applicant is a corporation, title of 
officer) 





(Name of applicant (if applicant is other than a sole proprie- 
tor)) 





(No. and Street) 





(City) (State) (Zip Code) 





(Area Code) (Telephone Number) 
11. SIGNATURES: The Applicant has duly caused this 
application or amendment to be signed on its behalf by the 
undersigned, hereunto duly authorized, this day of 

, 19 . The Applicant and the under- 
signed represent hereby that all information contained 
herein is true, current and complete. It is understood that 
all required items and Exhibits are considered integral parts 
of this form and that the submission of any amendment 
represents that all unamended items and Exhibits remain 
true, current and complete as previously filed. 
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(Title) 






EXHIBITS — BUSINESS ORGANIZATION 






12. List as Exhibit A any person as defined in Section 
3(a)(9) (see also Section 3(a)(19) of the Act) who owns 
10 percent or more of applicant's stock or who, either 
directly or indirectly, through agreement or otherwise, 
in any other manner, may control or direct the manage- 
ment or policies of applicant. 





State in Exhibit A the full name and address of each 

such person and attach a copy of the agreement or, if 
there is none written, describe the agreement or basis 
through which such person exercises or may exercise 
such control or direction. 


13. Attach as Exhibit B to this application a list of the 
present officers, directors, governors, (and in the case of 
an applicant not a corporation, the members of all stand- 
ing committees grouped by committee), or persons per- 
forming functions similar to any of the foregoing, of the 
securities information processor or of the entity identi- 
fied in item 14 which performs the securities information 
processing activities of the applicant, indicating for each: 





a. name 
b. title 


c. dates of commencement and termination of present 
term of office or position 


d. length of time each present officer, director, or 
governor has held the same office or position 


e. brief account of the business experience of each officer 
and director over the last 5 years 


f. any other business affiliations in the securities industry 
or securities information processing industry 


g. a description of: 


(1) any order of the Commission with respect to such 
person pursuant to Section 15(b)(4) or (6) or 19(h)(2) 
or (3) of the Act; 


(2) any conviction or injunction of a type described 
in Section 15(b)(4)(B) or (C) of the Act within the past 
10 years; 


(3) any action of a self-regulatory organization with 
respect to such person imposing a final disciplinary sanc- 
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tion pursuant to Sections 6(b)(6), 15A(b)(7), or 17A(b) 
(3)(G) of the Act; 


(4) any final action of a self-regulatory organization with 
respect to such person constituting a denial, bar, prohibi- 
tion, or limitation of membership, participation or associa- 
tion with a member, or of access to services offered by, 
such organization or a member thereof. 


14. Attach as Exhibit C a narrative or graphic description 
of the organizational structure of the applicant. Note: 

If the securities information processing activities of the 
processor are conducted primarily by a division, subdi- 
vision, or other segregable entity within the applicant 
corporation or organization, describe the relationship of 
such entity within the overall organizational structure 
and attach as Exhibit C only such description as applies 
to the segregable entity. 


15. Attach as Exhibit D a list of all affiliates (within 

the definition of Rule 12b-2 under the Securities Exchange 
Act) of the securities information processor and indicate 
the general nature of the affiliation. 


16. Attach as Exhibit E to this application a copy of the 
constitution, articles of incorporation or association with 
all amendments thereto, and existing by-laws, rules or 
instruments corresponding thereto, of the applicant. 


17. Attach as Exhibit F a brief description of any material 
pending legal proceeding(s), other than ordinary and rou- 
tine litigation incidental to the business, to which the appli- 
cant or any of its affiliates is a party or to which any of its 
or their property is the subject. Include the name of the 
court or agency in which the proceeding(s) are pending, 
the date(s) instituted, and the principal parties thereto, a 
description of the factual basis alleged to underlie the 
proceeding(s) and the relief sought. Include similar infor- 
mation as to any such proceeding(s) known to be con- 
templated by governmental agencies. 


18. Attach as Exhibit G copies of all material contracts 
with any national securities exchange or registered securi- 
ties association for which the applicant acts as exclusive 
processor. 


EXHIBITS — FINANCIAL INFORMATION 


19. Attach as Exhibit H a balance sheet, statement of 
income and expenses, statement of sources and application 
of revenues and all notes or schedules thereto, as of the 
most recent fiscal year of the applicant. !f a balance sheet 
and statements certified by an independent public account- 
ant are available, such balance sheet and statements shall 
be submitted as Exhibit H. 


If available, the most recent Annual Report on Form 10-K 
under the Act may be filed as Exhibit H. 


20. Attach as Exhibit | a balance sheet and an income and © 


expense statement for each affiliate of the securities infor- 
mation processor which also engages in securities informa- 
tion processing activities as of the end of the most recent 
fiscal year of each such affiliate. 


If available, the most recent Annual Report on Form 10-K 
under the Act may be filed as Exhibit | for any such affili- 
ate. 


21. a. Attach as Exhibit J a complete list of all dues, fees 
and other charges imposed, or to be imposed, by or on 
behalf of applicant for its securities information process- 
ing services which are provided on an exclusive basis and 
identify the service or services provided for each such due, 
fee, or other charge. 


b. Furnish a description of the basis and methods used in 
determining the level and structure of the dues, fees and 
other charges listed in paragraph a of this item. 


c. If the applicant differentiates, or proposes to differenti- 
ate, among its customers, or classes of customers in the 
amount of any dues, fees, or other charges imposed for 

the same or similar exclusive services, so state and indicate 
the amount of each differential. In addition, identify and 
describe any differences in the cost of providing such ser- 
vices, and any other factors, which account for such differ- 
entiations. 


EXHIBITS — OPERATIONAL CAPABILITY 


22. Attach as Exhibit K a description in narrative form, 
or by the inclusion of functional specifications, of each 
service or function listed in item 6 and performed as an 
exclusive securities information processor. Include in 
Exhibit K a description of all procedures utilized for the 
collection, processing, distribution, publication and re- 
tention (e.g., magnetic tape) of information with respect 
to quotations for, and transactions in, securities on an ex- 
clusive basis. 


23. Attach as Exhibit L a list of all computer hardware 
utilized by the applicant to perform, on an exclusive 
basis, the securities information processing functions 
listed in item 6, indicating: 


a. Manufacturer, and manufacturer’s equipment identifi- 
cation number 


b. Whether purchased or leased (If leased, state from 
whom leased, duration of lease and any provisions for 
purchase or renewal) 


c. Where such equipment (exclusive of terminals and other 
access devices) is physically located. 


24. Attach as Exhibit M a description of the personnel 
qualifications for each category of professional, non-pro- 
fessional and supervisory employees employed by the 
processor or the division, subdivision, or other segregable 
entity within the processor as described in item 14. 


25. Attach as Exhibit N a description of the measures or 
procedures implemented by applicant to provide for the 
security of any system employed to perform the functions 
of a securities information processor on an exclusive 

basis. Include a general description of any physical and 
operational safeguards designed to prevent unauthorized 
access (whether by input or retrieval) to the system. 
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Describe any circumstances within the past year in which 
the described security measures or safeguards failed to pre- 
vent any such unauthorized access to the system and any . 
measures taken to prevent a reoccurrence. Describe any 
measures taken to prevent a reoccurrence. Describe any 
measures used to verify the accuracy of information re- 
ceived or disseminated by the system. 


26. Where securities information processing functions are 
performed by automated facilities or systems, attach as 
Exhibit 0 a description of all backup systems or subsystems 
which are designed to prevent interruptions in the perform- 
ance of any exclusive securities information processing 
function as a result of technical malfunctions or otherwise 
in the system itself, in any permitted input or output sys- 
tem connection, or as a result of any independent source. 


Include a narrative description of each type of interruption 
which has lasted for more than two minutes and has ocur- 
red within the six (6) months preceeding the date of the 
filing, including the date of each interruption, the cause 
and duration. Also state the total number of interruptions 
which have lasted two minutes or less. 


27. Attach as Exhibit P the following: 


a. For each of the exclusive securities information process- 
ing functions described in Item 6, 


(i) quantify in appropriate units of measure the limits on 
the processor’s capacity to receive (or collect), process, 
store or display (or disseminate for display or other use) 
the data elements included within each function (e.g., 
number of inquiries from remote terminals); 


(ii) identify the factors (mechanical, electronic or other) 
which account for the current limitations reported in 
answer to (i) on the processor’s capacity to receive (or 
collect), process, store or display (or disseminate for dis- 
play or other use) the data elements included within each 
function; 


b. If the applicant is able to employ, or presently employs, 
the central processing units of its system(s) for any use 
other than for performing the functions of an exclusive 
securities information processor, state the priorities of 
assignment of capacity between such exclusive functions 
and such other uses, and state the methods used or able 

to be used to divert capacity between such exclusive func- 
tions and such other uses. 


EXHIBITS — ACCESS TO SERVICES 
28. Attach as Exhibit O the following: 


a. As to each securities information processing service for 
which the applicant is the exclusive securities information 
processor, state the number of persons who presently sub- 
scribe, or who have notified the applicant of their inten- 
tion to subscribe, to such service. 


b. For each instance during the past year in which any 
person has been prohibited or limited in respect to access 
to services offered by the applicant as an exclusive pro- 
cessor, indicate the name of each such person and the 
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reason for the prohibition or limitation. 


c. For each of such services that involves the supply of 
information to a quotation board, ticker device, elec- 
tronic information terminal, or other such device, state 
the total number of devices to which information is, or 
will be supplied (‘‘serviced’’) and any minimum and/or 
maximum number of devices required or permitted by 
agreement or otherwise to be serviced by the applicant. 
In addition, define the data elements for each service. 


d. For each of such services furnished in machine-read- 
able form, state the storage media in which furnished 
and define the data elements of each service so furnished. 


29. Attach as Exhibit R copies of all contracts governing 
the terms by which persons may subscribe to securities 
information processing services provided by the applicant 
on an exclusive basis. To the extent that form contracts 
are used by the applicant, submit a sample of each type 
of form contract used. 


30. Attach as Exhibit S a description of any specifications, 
qualifications or other criteria which limit, are interpreted 
to limit, or have the effect of limiting access to or use of 
any exclusive securities information processing services 
furnished by the applicant and state the reasons for im- 
posing such specifications, qualifications, or other criteria, 
including whether such specifications, qualifications or 
other criteria are imposed at the. direction of a national 
securities exchange or registered securities association. 


31. Attach as Exhibit T any specifications, qualifications, 
or other criteria required of participants who supply securi- 
ties information to the applicant for collection, processing, 
preparation for distribution, or publication by the appli- 
cant on an exélusive basis and state whether such specifi- 
cations or qualifications are imposed at the direction of a 
national securities exchange or registered securities asso- 
ciation. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11674/September 24, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY CHICAGO BOARD OPTIONS EXCHANGE, INCOR- 
PORATED 


(File No. SR-CBOE-1975-2) 


The Chicago Board Options Exchange, Incorporated 
(CBOE) submitted on September 10, 1975 a proposed 
rule change under Rule 19b-4 to amend the CBOE’s 
policy pertaining to the selection of underlying securities 
for options transactions on the CBOE. 


The foregoing rule change has become effective, pursuant 
to Section 19(b)(3) of the Securities Exchange Act of 1934. 
At any time within sixty days of the filing of such proposed 
rule change, the Commission may summarily abrogate such 
rule change if it appears to the Commission that such action 
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is necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of 
the purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 

in the Federal Register during the week of September 

29, 1975. Interested persons are invited to submit written 
data, views and arguments concerning the submission with- 
in 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submission 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. Refer- 
ence should be made to File No. SR-CBOE-1975-2. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and Ex- 
change Commission's Public Reference Room, 1100 L 
Street, N. W.. Washington, D. ©. Copies of the filing will 
also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11675/September 24, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY CHICAGO BOARD OPTIONS EXCHANGE, INCOR- 
PORATED 


(File No. SR-CBOE-1975-3) 


The Chicago Board Options Exchange, Incorporated 
(CBOE) submitted on September 19, 1975 a proposed 
rule change under Rule 19b-4 to increase the number 
of Directors on the CBOE Board of Directors from fif- 
teen to twenty-one and to specify the composition of 
the Board. 


Publication of the submission is expected to be made in 
the Federal Register during the week of September 29, 
1975. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 

rule change should be disapproved, interested persons 

are invited to submit written data, views and arguments 
concerning the submission within 30 days from the date 
of publication in the Federal Register. Persons desiring 

to make written submissions should file six copies thereof 


with the Secretary of the Commission, Securities and Ex- . 


change Commission, 500 North Capitol Street, Washing- 
ton, D. C. 20549. Reference should be made to File No. 
SR-CBOE-1975-3. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and Ex- 


change Commission's Public Reference Room, 1100 L 
Street, N. W., Washington, D. C. Copies of the filing will 
also be available at the principal office of the above-men- 
tioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11676/September 24, 1975 


NOTICE OF FILING OF PROPOSED DEPOSITORY 
TRUST COMPANY RULE CHANGE BY NEW YORK 
STOCK EXCHANGE, INC. 


(File No. SR-NYSE-75-2) 


The New York Stock Exchange, Inc. (the “NYSE”’) has 
submitted, pursuant to Rule 19b-4 under the Securities 
Exchange Act of 1934, a proposed change in the by-laws 
of the NYSE’s wholly-owned subsidiary, The Depository 
Trust Company (““DTC’’). The change would increase 
the number of directors on DTC’s board from fourteen 
to fifteen. 


Publication of the submission is expected to be made in 
the Federal Register during the week of September 29, 
1975. Interested persons are invited to submit written 
data, views and arguments concerning the NYSE submis- 
sion within three weeks from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the Sec- 
retary of the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, D. C. 
20549. Reference should be made to File No. SR-NYSE- 
75-2. 


Copies of the NYSE submission and of all written com- 
ments will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 

L Street, N. W., Washington, D. C. Copies of the submission 
will also be available at the principal office of the NYSE. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11677/September 24, 1975 


Admin. Proc. File No. 3-4306 
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In the Matter of 


HARRIS LOWENTHAL 
Philadelphia, Pennsylvania 


ORDER DISCONTINUING PROCEEDINGS 


The order instituting these proceedings under the Securities 
Exchange Act alleged that Harris Lowenthal, a salesman 
employed by Lowenthal, Hale, Jaffe, Inc., formerly a 
registered broker-dealer, willfully violated the registration 
provisions of Sections 5(a) and 5(c) of the Securities Act 
and antifraud provisions of Section 17(a) of the Securities 
Act and Section 10(b) of the Exchange Act and Rule 10-5 
thereunder, and willfully aided and abetted willful viola- 
tions by Lowenthal, Hale, Jaffe, Inc. of the recordkeeping 
provisions of Section 17(a) of the Exchange Act and Rules 
17a-3 and 17a-4 thereunder, and the credit extension pro- 
visions of Section 7(c)(1) of the Exchange Act and Regu- 
lation T of the Board of Governors of the Federal Reserve 
System. 1/ Stating that it has been unable to serve 
Lowenthal, the Commission’s Division of Enforcement 
moves to discontinue these proceedings as to him. The 
proceedings have been settled as to all other respondents. 


Accordingly, 1T 1S ORDERED that these proceedings be, 
and they hereby are, discontinued as to Harris Lowenthal, 
and it is further 


ORDERED that this discontinuance be without prejudice 
to the institution of other proceedings against Harris 
Lowenthal founded on the allegations in the order for 
proceedings. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The firm’s broker-dealer registration was revoked on 
June 7, 1974, pursuant to its consent. Securities Exchange 
Act Release No. 10844 (June 7, 1974), 4 SEC Docket 383. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11678/September 24, 1975 


The Securities and Exchange Commission pursuant to 
Section 12(k) of the Securities Exchange Act of 1934 

as amended (“Exchange Act”) announced the temporary 
suspension of exchange and over-the-counter trading for 
a single ten day period commencing at 10:25 a.m. (EDT) 
on September 24, 1975 and terminating at midnight 
(EDT) on October 3, 1975 of all securities of the follow- 
ing issuers which have failed to file with the Commission 
at least the indicated reports: 


HALLCRAFT HOMES, INC.. an Arizona corporation, 
with principal executive offices located in Phoenix, 

Arizona (Form 10-K Annual Report for the fiscal year 
ended April 30, 1975) listed for trading and currently 


930/SEC DOCKET 


halted on the American Stock Exchange and on the Pacific 
Stock Exchange; traded over-the-counter. 


ROYAL PALM BEACH COLONY, INC., a Florida corpora- 
tion, with principal executive offices located in Miami, 
Florida, (Form 10-K Annual Report for the fiscal year 
ended April 30, 1975) listed for trading on the American 
Stock Exchange. 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting 
provisions of the Exchange Act resulting in the lack of 
current and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should consider 
carefully the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. !f any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain 

as to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in 
question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11679/September 25, 1975 


NOTICE OF FILING OF PROPOSED CHANGE BY 
AMERICAN STOCK EXCHANGE, INC. 


(File No. SR-Amex-75- 3) 


The American Stock Exchange, Inc. submitted on 
September 16, 1975 a proposed rule change under Rule 
19b-4 to expand its option program from 40 option 
classes to 60 option classes by adding 20 new option 
classes. 


Publication of the submission is expected to be made in 
the Federal Register during the week of September 29, 
1975. In order to assist the Commission to determine 
whether to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule change 
be disapproved, interested persons are invited to submit 
written data, views and arguments concerning the submis- 
sion within 30 days from the date of publication in the 
Federal Register. Persons desiring to make written sub- 
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missions should file six copies thereof with the Secretary 
of the Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D. C. 20549. Refer- 
ence should be made to File No. SR-Amex-75-3. 


Copies of the submission and of all written comments will 
be available for inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regula- 
tory organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11680/September 25, 1975 


Admin. Proc. File No. 3-4442 
In the Matter of the Application of 


WILLIAM H. PRINCE 
Salt Lake City, Utah 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


FINDINGS, OPINION AND ORDER OF THE 
COMMISSION 


REGISTERED SECURITIES ASSOCIATION — REVIEW 
OF DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 
Doing Business While Insolvent 
Fraud 

Failing to File Required Reports 
“Conditional” President 


Where corporate broker-dealer’s president caused it to do 
business while insolvent and to breach its reporting obli- 
gations, registered securities association’s bar of president 
from association with any member as a principal or in any 
supervisory or managerial capacity, affirmed. 


Corporate broker-dealer’s president is responsible for seeing 
to it that the firm complies with regulatory requirements. 
Once he assumes title of president and holds himself out to 
the public as chief executive officer, he cannot claim that 


he was merely a “conditional” president, not responsible 
for the firm's derelictions. 


The conduct of a securities business involves implied repre- 
sentations of solvency and of ability to meet obligations 
as they arise. A professional in the securities business who 
breaches those representations is guilty of fraud. 


APPEARANCES: 
Delwin T. Pond, for William H. Prince. 


Lloyd J. Derrickson, Andrew McR. Barnes and Raymond 
J. Gustini, for the National Association of Securities Deal- 
ers, Inc. 

1 
William H. Prince, formerly president of Comstock Securi- 
ties, Ltd., formerly a member of the National Association 
of Securities Dealers, Inc. (“NASD”), seeks review of 
NASD disciplinary action taken against him. The NASD 
found Prince responsible for Comstock’s doing business 
while insolvent, and for its failure to comply with our 
reporting requirements and with those of the NASD. 1/ 
Concluding that Prince had violated its Rules of Fair Prac- 
tice, the NASD 


(A) Barred him from serving with any of its members as a 
principal, a manager, or a supervisor; 


(B) Fined him $250; and 
(C) Censured him. 2/ 


Applicant does not dispute the firm's violations. He argues 
only that: 


(1) He should not be held liable for them; and 


(2) Even if he should be deemed culpable to some extent, 
a lifetime bar is unwarranted—a temporary bar would be 
sufficient. 


iT 
Comstock registered with the Commission as a broker-deal- 
er and became an NASD member in 1971. !ts small initial 
Capital ‘was provided by its then five principals. Soon after 
Comstock opened, it ran into serious back office problems. 
Among other things, a computer system warranted to it 
as fool-proof failed. On several occasions during its short 
existence, bookkeeping and net capital problems plus warn- 
ings from our staff forced the firm to close its doors. It 
voluntarily ceased operations for virtually the whole month 
of August 1972. It reopened on September 1. But the 
record shows that the firm was insolvent when it resumed 
operations and that it should never have done so. 


Prince joined the firm in June 1972. He began as a principal, 
with responsibility for training salesmen. Clark D. Chytraus, 


- up to then at least formally president, resigned late in Au- 


gust 1972. On September 1, 1972, Prince succeeded 

as president. Thus Prince took command of Comstock’s des- 
tinies on the very day of the firm’s ill-advised decision to 
reopen. 
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Prince was the firm’s president for a little more than a 
month. During that troubled period, he spent most of his 
time trying to mollify its creditors. The firm's business — 
(selling and making markets in unlisted penny stocks) 
was moribund, and its financial situation hopeless. 


On October 7, Prince resigned. Chytraus then returned 
to the scene. Soon thereafter this Commission brought 
an injunctive action that resulted in Comstock’s liquida- 
tion under the Securities Investor Protection Act. 3/ 


il 
Applicant contends that he is not responsible for the vio- 
lations since Comstock was in dire straits before he ever 
joined it. He points out that by the time he became 
president, the situation was hopeless. He also says that 
he did not realize this. 


Somewhat inconsistently, he argues that his acceptance 
of the presidency was “‘conditional.”’ He asserts that the 
firm was actually controlled by a certain Mr. Yeaman. 4/ 
And the record seems to bear him out on that. Osten- 
sibly, Yeaman was a mere registered representative with 
no proprietary interest in the firm. Actually, however, 
Yeaman seems to have been Comstock’s moving spirit 
and guiding genius. 5/ 


Prince claims to have extracted a promise from Yeaman 
that Comstock would be placed on a sound financial 
basis, its books and records updated and a permanent 
financial principal installed. 6/ Finally, Prince contends 
that he tried in good faith to comply with regulatory 
requirements. When he realized the enormity of Com- 
stock’s problems, he tried to persuade Yeaman to li- 
quidate the firm. Yeaman then fired him. 


IV 
Our study of the record indicates that the NASD was 
correct in holding Prince responsible for Comstock’s 
doing buSiness while insolvent during September 1972 
and until he resigned on October 7, 1972, for its failure 
to file the forms due during his presidency and for its 
failure to amend its NASD registration form to show that 
he had become president. As chief executive officer, he 
was primarily responsible for ensuring that Comstock 
complied with applicable governing rules. 7/ Here he 
knew that Comstock was in desperate financial straits. 
indeed, he says that one of his main functions was to 
stave off irate creditors. He also knew that Comstock’s 
records were in disorder. He should certainly have been 
aware of the firm's reporting obligations. 8/ As presi- 
dent, he should have seen to it that those obligations 
were discharged. His contention that he acted in “good 
faith”’ is irrelevant. He should not have allowed Com- 
stock to reopen until it was in compliance with applicable 
standards. 


We reject Prince’s “conditional president” concept. He 
held himself out to the public as Comstock’s chief exe- 
cutive, and told the NASD’‘s staff that he had replaced 
Chytraus as president. To acquit Prince of responsibility 
for Comstock’s derelictions in these circumstances 
““would encourage ethical irresponsibility by those who 
hold themselves out as active operating heads and who 
in the very nature of the corporate setup should be 
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primarily responsible.” 9/ 


Vv 
Prince says that a lifetime bar is excessive. He claims to 
have done his best under exceptionally trying circum- 
stances. He concedes that his judgment may have been 
bad in some respects, but contends that those erroneous 
judgments do not warrant this harsh sanction. 


The primary violation chargeable to Prince—that he auth- 
orized Comstock to do business while insolvent—is a most 
serious one. The conduct of a securities business involves 
implied representations of solvency and of ability to meet 
obligations as they arise. A professional in the securities 
business who breaches those representations is guilty of 
fraud. 10/ 


Hence, we cannot find the sanctions imposed by the NASD 
excessive or oppressive, having due regard to the public in- 
terest. 11/ 


Accordingly, 1T 1S ORDERED that the application filed 
by William H. Prince for review of the disciplinary action 
taken against him by the National Association of Securi- 
ties Dealers, Inc. be, and it hereby is, dismissed. 


By the Commission (Chairman GARRETT, Commission- 
ers LOOMIS, EVANS, SOMMER and POLLACK). 


George A. Fitzsimmons 
Secretary 


1/ Specifically Comstock was found to have (1) failed 

to file timely reports of fails to receive and fails to deliver 
60 days or older; (2) failed to amend its NASD application 
to reflect the fact that Prince had replaced Clark D. Chy- 
traus as its president; (3) failed to file, filed late or filed 
incomplete Form X-17a-11 reports for February, May, 
July and August 1972 and failed to file timely the quar- 
terly report of its financial condition for June 1972 re- 
quired by the NASD; and (4) failed to answer a letter 
from the NASD dated October 4, 1972, inquiring about 
delinquent filings. Comstock’s broker-dealer registration 
has been revoked. Comstock Securities, Limited, Securi- 
ties Exchange Act Release No. 10937 (July 31, 1974), 

4 SEC Docket 660. 


2/ It also expelled Comstock from membership in the 
Association. In addition, the NASD imposed sanctions 
on Clark D. Chytraus, Prince’s predecessor as Comstock’s 
president, identical with those imposed on Prince. (Chy- 
traus has on his consent been barred from association 
with any broker or dealer. Clark Darrell Chytraus, Se- 
curities Exchange Act Release No. 10583 (January 4, 
1974), 3 SEC Docket 333.) One Douglas M. Yeaman, 

a Comstock registered representative, was barred from 
association with any NASD member in any capacity. 
Finally, costs in the sum of $273 were assessed jointly 
and severally against all of the respondents, including 
Prince. None of the respondents other than Price chose 
to appeal to us. 


3/ SEC v. Comstock Securities, Ltd., U.S.D.C. Utah, 
Civ. No. C-332-72. 
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4/ Yeaman has been barred from association with any 
NASD member in any capacity. See n. 2, supra. 


5/ The record indicates that Yeaman owned a half inter- 
est in Comstock and that he concealed this by placing 
the shares in the names of nominees. 


6/ Prince states that he assumed that Comstock’s problems 
were soluble — 


“‘Inasmuch as the local SEC office had allowed the 
firm to reopen after it had been ordered closed by 
the SEC...” 


That statement is wholly unsubstantiated. 


We never “ordered” the firm closed, and there is no 
evidence that any of our regional or branch offices 
“allowed” the firm to reopen. In fact, Prince testified 
that on August 22, 1972, Chytraus called a staff mem- 
ber of the Commission and told him that “we had re- 
solved our problems and that our net cap was such and 
that we were going back into business.” The staff mem- 
ber’s response is not in the record. 


7/ G. Frederic Helbig & Co., Inc., Securities Exchange 
Act Release No. 11477 (June 16, 1975), 7 SEC Docket 
194, 195. L. A. Frances, Ltd., 44 SEC 588, 593 (1971). 


8/ Family Funds of New York, inc., 42 SEC 120, 121 
(1964). 


9/ Merritt, Vickers, Inc., 42 SEC 274, 280 (1964). 


10/ See Tanenhaus & Company, Inc., Securities Ex- 
change Act Release No. 10647 (February 15, 1974), 
3 SEC Docket 567; John D. Ferris, 39 SEC 116, 119 
(1959); Batkin & Co., 38 SEC 436, 446 (1958); W. F. 
Coley & Company, Inc., 31 SEC 722, 726 (1950); 
Lewis H. Ankeny, 29 SEC 514, 516-517 (1949); 
Harold G. Wise, 29 SEC 542, 544 (1949). 


11/ It is true that Prince was Comstock’s president for 
only a few weeks. And it is also true that those weeks 
were seriously disturbed. But even when the most gen- 
erous possible allowances are made for the difficulties 
under which Prince labored, we find it hard to see any 
excuse for his lending himself so prominently to the 
firm’s fraudulent effort to stay in business by hindering 
and delaying creditors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11681/September 25, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY PBW STOCK EXCHANGE, INC. 





Gg No. SR-PBWSE-75-1) 
PBW Stock Exchange, Inc. submitted on September 


22, 1975 a proposed rule change under Rule 19b-4 to 
impose higher fidelity bonding requirements in certain 
respects on member organizations in order to provide 
increased protection of investors and the public interest. 


Within 35 days of the date of publication of this notice 
in the Federal Register, or within such longer period (i) 
as the Commission may designate up to 90 days of such 
date if it finds such longer period to be appropriate and 
publishes its reasons for so finding or (ii) as to which the 
above-mentioned self-regulatory organization consents, 
the Commission will: 


(A) by order approve such proposed rule change, or 


(B) institute proceedings to determine whether the pro- 
Posed rule change should be disapproved. 


Publication of the submission is expected to be made in 
the Federal Register during the week of September 29, 
1975. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Fed- 
eral Register. Persons desiring to make written sutsmis- 
sions should file six copies thereof with the Secretary 

of the Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D. C. 20549. 
Reference should be made to File No. SR-PBWSE-75-1. 


Copies of the submission and of all written comments will 
be available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, 

N. W., Washington, D. C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11682/September 25, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY CINCINNATI STOCK EXCHANGE 


(File No. SR-CSE-75-2) 


The Cincinnati Stock Exchange (““CSE”’) submitted on 
September 22, 1975 a proposed rule change under Rule 
19b-4 to conform the anti-manipulative rules of the CSE 
with those of other participants in the consolidated 
transaction reporting system. 


Publication of the submission is expected to be made in 
the Federal Register during the week of September 29, 
1975. !n order to assist the Commission to determine 
whether to approve the proposed rule change or institute 
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should be disapproved, interested persons are invited to 
submit written data, views and arguments concerning the 
submission within 30 days from the date of publication in 
the Federal Register. Persons desiring to make written sub- 
missions should file six copies thereof with the Secretary 
of the Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D. C.20549. Refer- 
ence should be made to File No. SR-CSE-75-2. 


Copies of the submission and of ali written comments will 
be available for inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 

N. W., Washington, D. C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11683/September 25, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY BOSTON STOCK EXCHANGE 


(File No. SR-BSE-75-2) 


The Boston Stock Exchange (‘“BSE’’) submitted on Sep- 
tember 17, 1975 a proposed rule change under Rule 19b-4 
to conform the anti-manipulative rules of the BSE with 
those of other participants in the consolidated transaction 
reporting system. 


Publication of the submission is expected to be made in 
the Federal Register during the week of September 29, 
1975. In order to assist the Commission to determine 
whether to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 30 days from the date 
of publication in the Federal Register. Persons desiring 
to make written submissions should file six copies there- 
of with the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, Wash- 
ington, D. C. 20549. Reference should be made to File 
No. SR-BSE-75-2. 


Copies of the submission and of all written comments will 
be available for inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 

N. W., Washington, D. C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 
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proceedings to determine whether the proposed rule change 












SECURITIES EXCHANGE ACT OF 1934 
Release No. 11684/September 25, 1975 






COMMISSION ORDERS HEARING ON 12(h) 
APPLICATION 






IPS Computer Marketing Corp. (the “Applicant’’) has made 
application for exemption under Section 12(h) of the Se- 
curities Exchange Act of 1934 (the “‘Act’’} from the pro- 
visions of Section 15(d) of the Act. 





According to information filed with the Commission, the 
Applicant, which was organized pursuant to the laws of 
Delaware for the purpose of purchasing, selling and leas- 
ing used computers, sold 125,000 shares of its common 
stock in a registered public offering in June, 1972. On 
September 1, 1974, the first day of the Applicant's fiscal 
year, Applicant had 301 holders of record. As of August 
29, 1975 the Applicant had 293 holders of record. 


The Applicant contends that the requested exemption 

should be granted because (1) ten stockholders owning 

72.7 percent of the shares outstanding, whose sharehold- 

ers relate back to the period prior to the public offering, 

or who are directors and officers of the Applicant, should 

be disregarded in the computation of the number of record 
holders for purposes of Section 15(d) and (2) the costs of 

the preparation and filing of the reports required by Sec- 

tion 15(d) presents a financial burden for the Applicants. @ 


The Commission has ordered that a hearing to determine 
whether the application should be granted or denied be 
held on October 28, 1975 at 10:00 a.m. at the offices 

of the Securities and Exchange Commission, Room 776, 
500 North Capitol Street, Washington, D. C. Any person 
desiring to be heard is directed to file with the Secretary 
of the Commission his request as provided in Rule 9(c) 
of the Commission's Rules of Practice, setting forth any 
issues of fact or law which he desires to controvert and/ 
or setting forth any additional issues which he feels 
should be considered. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19177/September 19, 1975 


See Securities Act of 1933 Release No. 5618/September é 
19, 1975. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19178/September 19, 1975 


See Securities Act of 1933 Release No. 5619/September 19, 
1975. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19179/September 19, 1975 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


(70-5735) 


NOTICE OF PROPOSAL TO AMEND ARTICLES OF 
INCORPORATION AND SOLICIT PROXIES IN 
CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that Louisiana Power & 
Light Company (‘’Louisiana’’), an electric utility sub- 
sidiary of Middle South Utilities, Inc.. a registered hold- 
company, has filed a declaration with this Commis- 
pursuant to the Public Utility Holding Company 
Act of 1935 (‘‘Act’’), designating Sections 6(a), 7 and 
12 of the Act and Rule 62 promulgated thereunder as 
applicable to the proposed transaction. All interested 
parties are referred to said declaration, which is sum- 
marized below, for a complete statement of the pro- 
posed transaction. 


Louisiana’s Articles of Incorporation presently empower 
the Board of Directors to establish various series of pre- 
ferred stock, and to fix and determine the relative rights 
and preferences, as to which there may be variations be- 
tween different series, but the Articles do not presently 
allow Louisiana to issue shares of new series of its pre- 
ferred stock with the benefit of a sinking fund. Louisiana 
proposes to authorize, by amendment to the Articles of 
Incorporation, the issuance of new series of its preferred 
stock with the benefit of a sinking fund and to empower 
the Board of Directors to fix and determine the sinking 
fund provisions, if any, for the redemption or purchase 
of shares of any series. 


In furtherance of this proposal Louisiana proposes to 
solicit proxies from the holders of its outstanding stock 
in connection with the special meeting of shareholders 
to be called to take action upon the proposal. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $18,000, in- 
ding fee for solicitation of proxies of $5,000 and legal 
2 of $6,000. It is stated that no State commission or 
al commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 14, 1975, request in writing 
that a hearing be held on such matter, stating the nature 

of his interest, the reasons for such request, and the issues 
of fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the declara- 
tion, as filed or as it may be amended, may be permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulations promuigated under the Act, or the 
Commission may grant exemption from its rules under the 
Act as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing ox »dvice as to whether a hearing is 
ordered will receive *1y notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19180/September 19, 1975 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 


COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 

COLUMBIA GAS OF VIRGINIA, INC. 

COLUMBIA GAS OF OHIO, INC. 

THE INLAND GAS COMPANY, INC. 

COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 

COLUMBIA GAS OF MARYLAND, INC. 
COLUMBIA HYDROCARBON CORPORATION 
COLUMBIA GAS TRANSMISSION CORPORATION 
COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT CORPORATION 
COLUMBIA GAS DEVELOPMENT OF CANADA LTD. 
COLUMBIA COAL GASIFICATION CORPORATION 


(70-5656) 


SUPPLEMENTAL ORDER AUTHORIZING INTRA- 
SYSTEM FINANCING 


The Columbia Gas System, Inc. (““Columbia’’), a registered 
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holding company, and its above-named wholly-owned sub- 
sidiary companies have filed an application-declaration and 
amendments thereto with this Commission pursuant to 
Sections 6(b), 9(a), 10, and 12(b) of the Public Utility 
Holding Company Act of 1935 (“‘Act’’) and Rule 45 pro- 
mulgated thereunder. An order authorizing certain of the 
proposed transactions was issued on May 9, 1975 (HCAR 
No. 18978), jurisdiction being reserved with respect to other 
transactions as to which the record was incomplete. 


The record has been completed with respect to certain of 
the remaining transactions, in which the subsidiary com- 
Panies propose to issue and sell, and Columbia proposes 
to acquire, prior to April 1, 1976, unsecured installment 
notes not in excess of the following amounts: Columbia 
Gas of Ohio - $16,500,000; Columbia Gas of Pennsylvania - 
$9,200,000; Columbia Gas of Virginia - $600,000; Colum- 
bia Gas of Kentucky - $1,300,000; and Columbia Gas of 
West Virginia - $3,500,000. The terms and provisions of 
the installment notes and the use of the proceeds thereof 
are as stated in the order of May 9, 1975. Columbia Gas 
of West Virginia further proposes to issue and sell at par 
value to The Columbia Gas System, Inc., 100,000 shares 
of its common stock, par value $25 per share. 


Requisite authorization of the proposed transactions has 
been obtained from the Pennsylvania Public Utility Com- 
mission, The Public Utilities Commission of Ohio, the 
Public Service Commission of Kentucky, the State Cor- 
poration Commission of Virginia and the Public Service 
Commission of West Virginia. No other State commission 
or Federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


The record is incomplete with respect to the installment 
notes to be issued by Columbia Gas of New York. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed by Rule 23 promul- 
gated under the Act (HCAR No. 18929), and no hearing 
has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found, with respect to the above-described transactions, 
that the applicable provisions of the Act and rules promul- 
gated thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public inter- 
est and in the interest of investors and consumers that the 
amended application-declaration in respect of said trans- 
actions be granted and permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and the rules thereunder, that the application- 
declaration, as amended, be, and it hereby is, granted and 
permitted to become effective forthwith with respect to 
the above-described proposed transactions, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and here- 
by is, reserved over the proposed transaction as to which 
the record is not yet complete. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 1) 
Release No. 19181/September 22, 1975 


In the Matter of 


OHIO POWER COMPANY 
301 Cleveland Avenue, S. W. 
Canton, Ohio 44701 


(70-5737) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Ohio Power Company 
(“Ohio”), an electric utility subsidiary company of Ameri- 
can Electric Power Company, Inc. (“AEP”), a registered 
holding company, has filed an application and an amend- 
ment thereto with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“Act’’), designa- 
ting Section 6(b) of the Act and Rule 50 promulgated 
thereunder as applicable to the proposed transaction. All 
interested persons are referred to the application, as 
amended, which is summarized below, for a complete 
statement of the proposed transaction. 


Ohio proposes to issue and sell $25,000,000 aggregate 
principal amount of its First Mortgage Bonds, % Series . 
to mature in not less than 5 and not more than 30 years. 
The interest rate (which shall be a multiple of 1/8 of 1%) 
and the price (which shall be not less than 100%, unless 
Ohio shall authorize a lower percentage not less than 99%, 
and shalt not exceed 102.75%) will be determined by com- 
petitive bidding. The bonds will be issued under a Mortgage 
and Deed of Trust dated as of October 1, 1938, between 
Ohio and Manufacturers Hanover Trust Company, Trustee, 
as heretofore supplemented and amended and as to be 
further supplemented and amended by a Supplemental 
Indenture to be dated as of November 1, 1975, and which 
includes, with certain exceptions, a prohibition until No- 
vember 1, 1980, against refunding the issue with proceeds 
of funds borrowed at a lower effective interest cost. Ohio 
shall notify prospective bidders no later than 72 hours 
prior to the time designated for the submission of bids of 
the maturity date of the bonds. 





The proceeds from the sale of the bonds will be applied, 
together with the proceeds of the sale by Ohio to AEP 

of 1,000,000 shares of its common stock, no par value, 
$15 per share (for total cash consideration of $15,000,900), 
to the payment of unsecured short-term indebtedness of 
Ohio. As of August 31, 1975, there was $63,781,000 ag- 
gregate amount of notes payable to banks outstanding and 
$79,875,000 principal amount of commercial paper out- 
standing. The estimated cost of Ohio’s construction pro- 
gram for 1975 is $133,000,000 and for 1976 is $137,000,- 
000. 


The fees and expenses to be incurred by Ohio in connec- @ 
tion with the issue and sale of the bonds and the fees an 
expenses of counsel for the underwriters, to be paid by the 
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successful bidders, will be supplied by amendment. It is 


risdiction over the proposed transaction and that no 
er state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


(i= that The Public Utilities Commission of Ohio has 


NOTICE IS FURTHER GIVEN that any interested person 
may not later than October 17, 1975, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said application, as amended, 
which he desires to controvert; or he may request that he 
be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. A copy of such request should be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon the 
applicant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time after 
said date, the application, as amended, or as it may be 
further amended, may be granted as provided in Rule 23 
of the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
( Y postponements thereof. 

or the Commission, by the Division of Corporate Regula- 

tion, Oursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19182/September 23, 1975 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 10022 


(70-5149) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF NOTES TO BANKS AND TO COMMERCIAL 
PAPER DEALERS AND EXCEPTION FROM COMPETI- 
TIVE BIDDING 


Allegheny Power System, Inc. (‘Allegheny’), a registered 
holding company, has filed with this Commission a second 
post-effective amendment to its application heretofore 
led in this proceeding pursuant to Section 6(b) of the 
\blic Utility Holding Company Act of 1935 (“Act”) 
Rule 50(a)(5) promulgated thereunder regarding the 
following proposed transactions. 


By orders dated March 31, 1972 and March 29, 1974 
(HCAR Nos. 17522 and 18350), Allegheny was authorized 
to make short-term borrowings from time to time through 
September 30, 1975, up to a maximum aggregate amount 
outstanding at any one time of $60,000,900. Notes issued 
to effect such borrowings are to mature not later than 
March 31, 1976. 


Allegheny has now filed a second post-effective amendment 
requesting an extension of time within which to issue the 
previously authorized notes. The notes and commercial 
paper will be issued and renewed from time to time prior 
to March 31, 1976, provided that no such notes or com- 
mercial paper shall mature later than September 30, 1976. 


Each bank note will be dated as of the date of the borrow- 
ing and will mature not more than 270 days after the date 
of issue or renewal thereof. Each such note will bear inter- 
est at the prime or equivalent interest rate in effect at the 
bank from which the borrowing is made at the time of 
issue or from time to time thereafter and will be prepay- 
able at any time without premium or penalty. 


The banks from which such borrowings are proposed to 
be effected and the maximum amount of the proposed 
borrowings to be outstanding from each at any one time 
are as follows: First National City Bank of New York: 
$60,000,000; The Chemical Bank, New York, N. Y.: 
$35,000,000; Mellon Bank, N. A., Pittsburgh, Pa.; 
$35,000,000; Pittsburgh National Bank, Pittsburgh, Pa. : 
$5,000,000; Manufacturers Hanover Bank, New York, 
N. Y.: $10,000,000; Irving Trust Company, New York, 
N. Y.: $5,000,000; Chase Manhattan Bank, New York, 
N. Y.: $5,000,000. Allegheny maintains balances with 
these banks in various amounts to meet regular operating 
requirements. !f such balances were maintained solely to 
satisfy a 20% compensating balance requirement, the 
effective interest cost to Allegheny on the basis of a prime 
rate of 7%% would be approximately 9.38%. 


The commercial paper notes will be in the form of promis- 
sory notes in denominations of not less than $50,000 nor 
more than $5,000,000 and will be of varying maturities, 
with no maturity more than 270 days after the date of 
issue. The commercial paper notes will be sold directly to 
a dealer or dealers in commercial paper at a discount not 
in excess of the discount rate per annum prevailing at 

the time of issue for commercial paper of comparable 
quality and of the particular maturity sold by issuers to 
dealers in commercial paper. The dealer or dealers, as 
Principal or principals, may reoffer the commercial paper 
at a discount rate of 1/8 of 1% per annum less than the 
discount rate then available to Allegheny. It is proposed 
that Allegheny may issue commercial paper notes if (i) 
the interest cost thereof is equal to or less than the effec- 
tive interest cost at which Allegheny could borrow the 
same amount from the banks named herein at that time 
or (2) Allegheny cannot at that time borrow the same 
amount for the same period of time from the banks 
named herein. The dealer or dealers will reoffer the com- 
mercial paper notes in a manner which will not constitute 
a public offering and such reoffer will be to not more than 
200 of its or their customers identified and designated in 
a list (non-public) prepared in advance and filed with this 
Commission with the understanding that the list will be 
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kept confidential. 't is expected that the commercial paper 
customers will hold such notes to maturity, but if the cus- 
tomers wish to resell prior to maturity, the dealer or dealers, 
pursuant to a verbal repurchase agreement, will repurchase 
the notes and reoffer thern to other identified customers. 


The proceeds from the sale of the proposed short-term 
notes will be used from time to time by Allegheny to ac- 
quire additional shares of common stock of or to make 
cash capital contributions to its electric utility subsidiary 
companies to aid them in financing their construction pro- 
grams. Construction expenditures of the subsidiary com- 
panies for the years 1974, 1975, and 1976 are estimated 
to total approximately $540,900,000. The application 
states that Allegheny will retire all short-term notes to 
banks and all commercial paper outstanding on Septem- 
ber 30, 1976, with the proceeds of the sale of common 
stock and other securities as the Commission may by then 
authorize. Allegheny states that as of September 1, 1975, 
it had $37,200,000 of notes to banks and no commercial 
Paper outstanding. 


Allegheny requests an exception from the competitive 
bidding requirements of Rule 50 for the proposed issue 
and sale of its commercial paper pursuant to paragraph 
(a)(5) thereof. Allegheny states that it is not practicable 
to invite competitive bids for commercial paper and that 
current rates for commercial paper of prime borrowers 
such as Allegheny are published daily in financial publi- 
cations. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public in- 
terest and in the interest of investors and consumers that 
said application, as amended by said post-effective amend- 
ment, be granted: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, as 
amended by said post-effective amendment, be, and it 
hereby is, granted forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act, except that certificates thereunder will be filed quar- 
terly. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19183/September 23, 1975 


In the Matter of 
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METROPOLITAN EDISON COMPANY 
Berks County, Pennsylvania 19605 





(70-5328) 


ORDER REGARDING AMENDMENTS OF FIRST 
MORTGAGE BOND INDENTURE 


By order dated May 20, 1975 (HCAR No. 18993), the 
Commission authorized Metropolitan Edison Company 
(“Met”), an electric utility subsidiary company of Gen- 
eral Public Utilities Corporation, a registered holding 
company, to amend its first mortgage bond indenture 
in two respects to enable Met Ed to continue to oper- 
ate and finance its facilities in as orderly and economical 
manner as possible by recognizing the changes that have 
occurred, Drincipally with respect to the advent of en- 
vironmental and nuclear power regulation, since the 
Mortgage Indenture was written in 1944. 


In said order of May 20, 1975, jurisdiction was reserved 
with respect to the proxy solicitation material. 


Met Ed has filed post-effective amendments to the declara- 
tion in this proceeding informing the Commission that it 
intends to enter into a supplemental indenture as soon as 
practicable after the meeting of the bondholders, scheduled 
for November 17, 1975, but in no event later than April 
30, 1976. The affirmative vote of 75% in principal amount 
of the First Mortgage Bonds outstanding is required for 
approval of each of the proposed amendments to the In- 
denture. !f only one of the proposed amendments is 
adopted, the form of the proposed supplemental indentu 
amending the Mortgage Indenture will be appropriately 
revised. Revised proxy solicitation material has been filed. 





The fees and expenses to be incurred in connection with the 
proposals are estimated at $144,500, including legal fees 

of $28,500 and trustee's fees of $52,000. The Pennsy!- 
vania Public Utility Commission has authorized the pro- 
posed amendments. No other state commission and no 
federal commission, other than this Commission, has juris- 
diction over the proposals. 


Upon the basis of the facts in the record, amended as 
above indicated, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satis- 
fied and that no adverse findings are necessary; and that 
it is appropriate in the public interest and in the interest 
of investors and consumers that the declaration, as now 
amended, be permitted to become effective and that the 
jurisdiction heretofore reserved be relased: 


IT iS ORDERED that the declaration, as amended by the 
post-effective amendments, be, and it hereby is, permitted 
to become effective forthwith, and 


IT iS FURTHER ORDERED that the jurisdiction hereto- 
fore reserved be, and the same hereby is, released. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
Release No. 19184/September 23, 1975 


In the Matter of 


THE HARTFORD ELECTRIC LIGHT COMPANY 
Wethersfield, Connecticut 


(70-5727) 


ORDER APPROVING PROPOSAL TO ISSUE AND SELL 
FIRST MORTGAGE BONDS AND PREFERRED STOCK 
AT COMPETITIVE BIDDING 


The Hartford Electric Light Company (““HELCO”), an 
electric utility subsidiary company of Northeast Utilities, 
a registered holding company, has filed an application with 
this Commission pursuant to Section 6(b) of the Public 
Utility Holding Company Act of 1935 (“Act’’), and Rule 
50 promulgated thereunder as applicable to the following 
proposed transactions. 


HELCO proposes to issue and sell, at competitive bidding, 
up to $30 million principal amount of its % First Mort- 
gage Bonds, 1975 Second Series (“bonds”). The maturity 
date of the bonds will be not less than five nor more than 
thirty years from October 1, 1975. The interest rate, which 
shall be a multiple of 1/8 of 1%, and the price, which will 


(Wi not less than 99% nor more than 102.75% of the prin- 
i 


pal amount thereof, will be determined by competitive 
bidding. The bonds will be issued under the First Mort- 
gage Indenture and Deed of Trust dated as of January 1, 
1958 (‘Indenture’) between HELCO and The First Na- 
tional Bank of Boston, Successor Trustee, as supplemented 
and amended from time to time, and as further supplement- 
ed by a fifteenth supplemental indenture to be dated Octo- 
ber 1, 1975 (“supplemental indenture’’). The supple- 
mental indenture provides, among other things, that bonds 
shall not be redeemed at the applicable general redemp- 
tion price prior to October 1, 1980, from the proceeds of 
borrowings secured by HELCO at an effective interest 
cost to HELCO of less than the effective interest cost of 
the bonds. The supplemental indenture further provides for 
a mandatory cash sinking fund, so long as any bonds are 
outstanding, in the annual amount of $1,875,000 com- 
mencing October 1, 1980 continuing to and including 
October 1, 1994. HELCO will also have the noncumula- 
tive option to increase any such sinking fund payment 
by an amount not exceeding $1,875,000, provided that 
no bonds may be redeemed prior to October 1, 1980 
by operation of the sinking fund provision. 


HELCO also proposes to issue and sell, at competitive 
bidding, 200,000 shares of its Preferred Stock, 1975 
Series (“preferred stock’’), par value $50 per share. 
The dividend rate, which shall be a multiple of $0.08 
and the price to be paid to CL&P, which will be not 
less than $50 nor more than $51.375 per share, will be 


preferred stock include a prohibition, until October 
, 1980, against redeeming the preferred stock through 
the use, directly or indirectly, of borrowings or the pro- 


ips eter by the competitive bidding. The terms of 


ceeds of the issuance of stock ranking prior to or on 

a parity with the preferred stock as to dividends or assets, 
if such borrowings or stock have an effective interest or 
dividend cost to HELCO of less than the effective dividend 
cost of the preferred stock. The terms of the preferred 
stock also provide for a cumulative sinking fund commenc- 
ing October 1, 1980, to the extent any funds of HELCO 
are legally available therefor, for the annual redemption 

or purchase of 10,000 shares of the preferred stock. HEL- 
CO has the noncumulative option to purchase or redeem 
for said sinking fund up to an additional 10,000 shares of 
the preferred stovk in any such year. The redemption 
price will equal the initial public offering price plus accrued 
dividends to the date of redemption. 


The application states that HELCO will use the net pro- 
ceeds from the sale of the bonds and preferred stock, to- 
gether with a capital contribution of $20 million which 
Northeast Utilities will make no later than December 1, 
1975, to repay short-term borrowings incurred for the 
purpose of financing HELCO’s 1974-1975 construction 
program. Such short-term borrowings will aggregate an 
estimated $60 million at the time of the aforementioned 
sales. The balance of the proceeds of the sales will be used 
to finance, in part, HELCO’s 1975-1976 construction pro- 
gram. 


The fees and expenses to be incurred in connection with 
these transactions are estimated at $169,000, including 
accounting fees of $30,000 and legal fees of $22,500. 
The fees of counsel for the purchasers of the bonds and 
preferred stock are estimated at $17,500 and will be paid 
by the successful bidders. The approval of the Connecti- 
cut Public Utilities Commission has been obtained for 
the issuance of the bonds and preferred stock. It is stated 
that no other State commission, and no Federal commis- 
sion, other than this Commission, has jurisdiction over 
the proposed transaction. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 19146), and no hearing has been re- 
quested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the ap- 
plicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the in- 
terest of investors and consumers that said application, 

as amended, be granted: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19185/September 23, 1975 


In the Matter of 


MISSISSIPPI POWER COMPANY 
2992 West Beach 
Gulfport, Mississippi 39501 


(70-5738) 


NOTICE OF PROPOSED AMENDMENT OF ARTICLES 
OF INCORPORATION INCREASING AUTHORIZED 
PREFERRED STOCK AND ISSUANCE AND SALE OF 
PREFERRED STOCK AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Mississippi Power 
Company (‘*Mississippi’’), an electric utility subsidiary 
company of The Southern Company, a registered hold- 
ing company, has filed a declaration with this Commis- 
sion pursuant to the Public Utility Holding Company 
Act of 1935 (““Act’’), designating Sections 6(a), 7, and 
12(c) of the Act and Rules 42 and 50 promulgated 
thereunder as applicable to the proposed transactions. 
All interested persons are referred to said declaration, 
which is summarized below, for a complete statement 
of the proposed transactions. 


Mississippi proposes to issue and sell 150,000 shares of 
preferred stock, par value $100 per share, at competi- 
tive bidding for the best price obtainable, but in no 
event for a price less than $100 per share nor more 
than $102.75 per share. In connection therewith, 
Mississippi proposes to amend its Articles of Incorpor- 
ation by increasing the number of shares of authorized 
preferred stock by 150,000 shares. Mississippi is cur- 
rently authorized to issue 394,139 shares of preferred 
stock. It is stated that the proceeds from the sale of 
the new preferred stock, together with other available 
funds, will be used to finance Mississippi’s 1975 con- 
struction program (estimated at $70,003,000), to pay 
notes payable incurred for such purpose, and for other 
lawful purposes. 


The new preferred stock will be created, and its terms 
established, by resolution of the board of directors of 
Mississippi. The terms will include a prohibition against 
redeeming said stock prior to November 1, 1980, if 
such redemption is for the purpose or in anticipation of 
refunding the stock with funds obtained at a lower cost 
of money. Mississippi also intends to make provision for 
a cumulative sinking fund for the benefit of the new pre- 
ferred stock which would retire not more than 5% an- 
nually of the number of shares initially issued, com- 
mencing five years after the sale, with the noncumula- 
tive option on any sinking fund date, commencing five 
years or later after the sale, of redeeming an additional 
like number of shares. 


The fees and expenses incurred or to be incurred in con- 
nection with the foregoing proposals will be supplied 

by amendment. The declaration states that no State 
commission and no Federal commission, other than 

this Commission, has jurisdiction over the proposed 
transactions. 
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NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 17, 1975, request in 
writing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and 
the issues of fact or law raised by said declaration which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing there- 
on. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. A copy of such request should be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon the 
declarant at the above-stated address, and proof of ser- 
vice (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 

time after said date, the declaration, as filed or as it 

may be amended, may be permitted to become effec- 
tive as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request 
a hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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See Securities Act of 1933 Release No. 5620/September 
24, 1975. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19187/September 23, 1975 


in the Matter of 


EASTERN UTILITIES ASSOCIATES 
Boston, Massachusetts 02107 


BROCKTON EDISON COMPANY 
Brockton, Massachusetts 02403 


MONTAUP ELECTRIC COMPANY 
Fall River, Massachusetts 02722 


(70-5719) 


ORDER AUTHORIZING ACCEPTANCE OF BID FOR 
PREFERRED STOCK 
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Eastern Utilities Associates, a registered holdiny company, 
and two of its electric utility subsidiary companies, Brock- 
‘ton Edison Company (“Brockton”) and Montaup Electric 


q (ren Esso (““Montaup”’), have filed an amendment to their 


application-declaration, as previously amended, with this 
Commission pursuant to Sections 6, 7, 9, 10, 12(b), 12(c) 
and 12(d) of the Public Utility Holding Company Act of 
1935 (“Act”) and Rules 43 and 50 promulgated thereunder 
regarding the followiny proposed transaction. 


By order dated September 15, 1975 (HCAR No. 19173), 
issued in this proceeding, Brockton was authorized, among 
other things, to issue and sell up to 60,000 shares of its 
preferred stock, $100 par value, by competitive bidding. 
By amendment filed September 23, 1975, Brockton 

states that it only received one bid for the stock and 
requests authority, pursuant to Rule 50(c), to accept 

that bid. 


The bid has been submitted by a group of underwriters 
represented by Salomon Brothers. The bid specifies a 
dividend rate of 13.60% and a price of $100.14 to be 
paid to Brockton, resulting in an effective cost to Brock- 
ton of 13.58% for the stock. The proposed public offer- 
ing price is $104.615 per share, leaving a gross under- 
writing commission of $4.475 per share, of which $3.00 
per share is a selling concession. A reallowance of $2.00 
per share is provided for dealers not in the underwriting 
group. 


Brockton proposes to use the proceeds of this sale and 


(i sale of $20,000,000 of first mortgage bonds (auth- 


ized by this Commission’s September 15, 1975 order 
in this proceeding) to purchase Montaup debenture bonds 
in the amount of $26,000,000. Proceeds to Montaup 
from the sale of its debenture bonds are to be used to 
reduce Montaup’s short term debt. Brockton requests 
authority to accept the bid for its preferred stock stating, 
among other things, that failure to accept the bid would 
cause postponement of the proposed financing. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consum- 
ers that the said application-declaration, as further 
amended by said amendment, be granted and permitted 
to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 

to the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act and subject further to the reser- 
vation of jurisdiction heretofore ordered with respect 

to the issue and sale of debenture bonds by Montaup. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 

| George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 191988/September 24, 1975 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
SYSTEM FUELS, INC. 
New Orleans, Louisiana 


(70-5729) 


ORDER AUTHORIZING LOAN AGREEMENT WITH 
BANK BY SYSTEM FUEL SUPPLY SUBSIDIARY 
AND GUARANTY OF OBLIGATIONS THEREUNDER 
BY HOLDING COMPANY 


Middle South Utilities, Inc. (“Middle South”) a registered 
holding company, and System Fuels, Inc. (“SFI’’), a fuel 
supply subsidiary of Middle South’s operating electric 
utility subsidiaries, have filed an application-declaration, 
and amendments thereto, with this Commission pursuant 
to Sections 6(a), 7, 12(b), and 12(f) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 45 
and 50(a)(2) thereunder as applicable to the proposed 
transactions. 


SF! proposes to enter into a loan agreement (“‘Loan 
Agreement’) with a consortium of 50 banks headed 
by First National Bank of Commerce, New Orleans, 
Louisiana, (“Bank”), under which SFI will borrow up 
to $25 million between the date thereof and March 31, 
1976. It is intended that the Bank will loan SFI 12% 
of the borrowings outstanding at any one time and 
that other banks, participating in the loan pursuant to 
agreements with the Bank, will loan the balance. 


Each loan by the Bank will be evidenced by a note 
dated the date of such loan and stated to mature on 
March 31, 1976. Each note will bear interest from its 
date at the rate of one percent (1%) in excess of the 
interest rate in effect at the Bank for prime commer- 
cial loans of 90-day maturities. The loans may be pre- 
paid at any time without penalty and reborrowed 
through March 31, 1976. 


To compensate the Bank for costs associated with 
coordinating the consortium of participating banks, 
SFI will pay the Bank a facility servicing fee equal to 
one eighth of one percent (1/8 of 1%) of the total 
amount to be loaned under the Loan Agreement, or 
$31,250. There are no compensating balance arrange- 
ments between SFI and the Bank or any participating 
bank as a result of the proposed transaction. Middle 
South proposes to unconditionally guarantee SF I's 
obligations under the Loan Agreement. 


SFI will apply the proceeds of the loan to (i) repay 
loans made to SF! by its parent operating companies 
under authority heretofore given (HCAR No. 18221, 
December 17, 1973) which, at July 31, 1975, totalled 
$16,550, 585, and (ii) complete construction on oil 
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storage tanks and related equipment located at Mis- 
sissippi Power & Light Company’s Baxter Wilson Steam 
Electric Gerverating Station near Vicksburg, Mississippi. 
It is anticipated that once the facilities are completed, 
SFI will enter into a long-term sale-leaseback with cer- 
tain investors, and that the proceeds therefrom will be 
used to retire all of the loans referred to above. Any 
such sale-leaseback arrangement would be the subject 
of a future application-declaration. 


No state or federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 19149), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropri- 
ate in the public interest and in the interest of invest- 
ors and consumers that said application-declaration, 
as amended, be granted and permitted to become 
effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19189/September 24, 1975 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


NATIONAL FUEL GAS SUPPLY CORPORATION 
308 Seneca Street 
Oil City, Pennsylvania 16301 


(70-5698) 


NOTICE OF PROPOSED $8,000,000 INCREASE IN 
AMOUNT OF SHORT-TERM NOTES TO BANKS 
BY HOLDING COMPANY AND CORRESPONDING 
INCREASE IN SHORT-TERM NOTES TO HODL- 
ING COMPANY BY SUBSIDIARY COMPANY 


NOTICE IS HEREBY GIVEN that National Fuel Gas 
942/SEC DOCKET 


Company (‘‘National’’), a registered holding company, 
and one of its subsidiary companies, National Fuel Gas 
Supply Corporation (‘‘Supply Corporation’’), have filed 
with this Commission, a post-effective amendment to 
the application-declaration in this proceeding pursuant 
to Sections 6(a), 7, 9(a), and 10 of the Public Utility 
Holding Company Act of 1935 (“Act”) regarding the 
following proposed trasanctions. All interested persons 
are referred to the amended application-declaration, 
which is summarized below, for a complete statement 
of the proposed transactions. 


By order in this proceeding dated July 15, 1975 (HCAR 
No. 19087), the Commission, among other things, auth- 
orized National (1) to issue and sell, from time to time 
through December 31, 1975, its unsecured notes to a 
group of banks in an amount not to exceed $30,000,000 
outstanding at any one time and (2) to acquire for cash 
with the proceeds of said bank notes up to $30,000,000 
principal amount of short-term notes to be issued and 
sold by Supply Corporation. Both the notes of National 
and Supply Corporation were to mature within nine 
months of issuance. 


By post-effective amendment, it is now proposed that 
National’s notes to banks be increased to not in excess 
of $38,000,000 outstanding at any one time and that 
the notes to be acquired from Supply Corporation like- 
wise be increased to $38,000,000. The additional 
$8,000,000 is to be borrowed by National from Marine 
Midland Bank-Western, Buffalo, New York. In all other 
respects the proposed transactions remain unchanged. 


It is stated that the amount of funds, over and above 
internally generated funds, required by Supply Corpor- 
ation for 1975 purchases of gas for underground stor- 
age purposes and/or working capital has been increased 
from $30,000,000 to $38,000,000. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 20, 1975, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said post-effective 
amendment to the application-declaration which he de- 
sires to controvert; or he may request that he be noti- 
fied if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Se- 
curities and Exchange Commission, Washington, D. C. 
20549. A copy of such request should be served per- 
sonally or by mail (air mail if the person being served 

is located more than 500 miles from the point of mail- 
ing) upon the applicants-declarants at the above-stated 
addresses, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the appli- 
cation-declaration, as amended, or as it may be further 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulation promulgated under the Act, or the Com- 
mission may grant exemption from such rules as pro- 
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vided in Rules 20(a) and 100 thereof or take such other 
ion as it may deem appropriate. Persons who request 

hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19190/September 24, 1975 


In the Matter of 


GULF POWER COMPANY 
Pensacola, Florida 


(70-5728) 
ORDER APPROVING PROPOSAL TO AMEND 


ARTICLES OF INCORPORATION AND SOLICIT 
, PROXIES IN CONNECTION THEREWITH 


(4 


Oi. 


If Power Company (“Gulf’’), an electric utility sub- 
sidiary of The Southern Company, a registered holding 
company, has filed a declaration and amendment thereto 
with this Commission pursuant to Sections 6(a) and 7 

of the Public Utility Holding Company Act of 1935 
(“Act”), and Rule 62 promulgated thereunder as ap- 
plicable to the proposed transactions. 


Gulf proposes to amend its Articles of Incorporation 
to increase the authorized number of shares of prefer- 
red stock, par value $100 per share, from 401,626 
shares, of which 301, 626 shares are currently out- 
standing, to 801,626 shares. 


Gulf’s Articles of Incorporation presently empower the 
Board of Directors to establish various series of preferred 
stock, and to fix and determine the relative rights and 
preferences, as to which there may be variations between 
different series. Gulf proposes to authorize, by amend- 
ment to the Articles of Incorporation, the Board of Di- 
rectors to fix and determine the sinking fund provisions, 
if any, for the redemption or purchase of shares of any 
series. 


Gulf further proposes to amend its Articles of Incorpor- 
ation so as to limit the issuance or assumption of se- 
curities representing unsecured debt without consent 
of preferred stockholders only if after such issuance 
or assumption (1) the total outstanding amount of 
/ rities representing unsecured debt would exceed 
ect the aggregate of capital, surplus and secured 
or (2) the total amount of securities representing 
unsecured debt having maturities of less than 10 years 





would exceed 10% of such aggregate. 


Gulf further proposes that, if the proposed amendment 
to its Articles of Incorporation relating to limitations 

on the issuance or assumption of securities representing 
unsecured debt is adopted, it be authorized by vote of 
the holders of its preferred stock to issue or assume, 
until July 1, 1982, securities representing unsecured 
debt having maturities of less than ten years in excess 

of 10% of capital, surplus and secured debt, provided 
that (a) the amount of securities representing unsecured 
debt having maturities of less than ten years outstanding 
on January 1, 1983, shall not exceed said 10% limita- 
tion, and (b) Gulf’s total indebtedness represented by 
unsecured securities shall at no time exceed 20% of 
capital, surplus and secured debt. If the proposed amend- 
ment relating to limitations on the issuance or assump- 
tion of securities representing unsecured debt is not 
adopted Gulf proposes to issue or assume, until July 1, 
1982, securities representing unsecured debt in excess of 
10% of capital, surplus and secured debt provided that 
(a) the amount of securities representing unsecured debt 
outstanding on January 1, 1983 shall not exceed said 
10% limitation and (b) Gulf’s total unsecured indebted- 
ness shall at no time exceed 20% of capital, surplus and 
secured debt. 


It is stated that no State commission or Federal commis- 
sion, other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19147), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said declaration, as amended, be permitted to be- 
come effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19191/September 25, 1975 


In the Matter of 
NORTHEAST UTILITIES 
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West Springfield, Massachusetts 
(70-5539) 


ORDER APPROVING PROPOSAL TO ISSUE AND SELL 
COMMON STOCK THROUGH DIVIDEND REINVEST- 
MENT AND COMMON SHARE PURCHASE PLAN 


Northeast Utilities (‘Northeast’), a registered holding 
company, has filed a post-effective amendment to its 
previously amended declaration with this Commission 
pursuant to Sections 6 and 7 of the Public Utility Hold- 
ing Company Act of 1935 (““Act’’). 


By order dated October 23, 1974 (HCAR No. 18617), 
Northeast was authorized to issue and sell from time 
to time through November 15, 1975, 500,000 shares 
of its common stock, par value $5.00 per share, under 
a voluntary dividend reinvestment and common sahre 
purchase plan (“Plan”). At September 1, 1975, 
362,159 of such shares had been issued and sold under 
the Plan for $2,786,608. The proceeds have been applied 
to the repayment of short-term borrowings incurred to 
finance the continuing construction program of the 
Northeast system companies. 


In order to meet the anticipated requirements for its 
common stock under the Plan over the next year, 
Northeast proposes to issue and sell an additional 
1,000,000 shares, together with the balance of those 
which remain unsold under its current authorization, 
through December 31, 1976. Shareholders who elect 
to participate in the Plan may invest regular cash 
dividends and/or optional cash payments of between 
$25 to $1,000 per quarter in such stock. It is stated 
that the purchase price will be the average of the 
closing sales price for Northeast’s common stock on 
the New York Stock Exchange during the first fifteen 
trading days of the twenty trading days preceding the 
dividend payment. The net proceeds from the sale of 
shares pursuant to the Plan, estimated at $10,383,000, 
will also be applied to the construction program. 


The Plan will be administered by The First National 
Bank of Boston (“Agent”), and all shares purchased 
will be held for the exclusive benefit of the Plan par- 
ticipants. All record holders of Northeast’s outstand- 
ing common stock are eligible to participate in the 
Plan and may join by executing an authorization form 
and returning it to the Agent. A participant may with- 
draw from the Plan at any time upon giving written 
notice to the Agent. Upon withdrawal, certificates for 
whole shares credited to a participant's account wit! 
be issued and a cash payment will be made for any 
fractional shares so credited. The Plan provides that 

a participant may also request that certificates for 
any number of full shares credited to his account be 
issued to him even though he wishes to remain in the 
Plan. 


It is stated that all costs for administering the Plan 
will be paid by Northeast and that there will be no 
brokerage fees when shares are purchased under the 
Pian. However, if a participant withdrawing from the 
Pian requests the Agent to sell his shares, there will be 
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brokerage commissions. 


The Agent will not vite any shares held by it under the 
Plan. Participants will receive a single proxy with respect 
to full shares which they own of record or which are 
credited to their accounts under the Plan. 


The fees, commissions, and expenses incurred or to be 
incurred in connection with the proposed transaction will 
aggregate $148,000, which includes legal fees of $10,000, 
and accountants’ fees of $4,800. No State commission 
and no Federal commission other than this Commission, 
has jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective amendment 
to the previously amended delcaration, has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19150), and no hearing has been request- 
ed of or ordered by the Commission. Upon the basis of 
the facts in the record, it is hereby found that the appli- 
cable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the 
interest of investors and consumers that said post-effec- 
tive amendment be permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said post-effective 
amendment be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8943/September 19, 1975 


See Securities Act of 1933 Release No. 5618/September 19, 
1975. 
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Matter of 


INVESTMENT COMPANY ACT OF 1940 
YT No. 8945/September 19, 1975 
t n the 


DAVIDGE CAPITAL FUND, INC. 
c/o Calvin H. Cobb, Jr. 

1250 Connecticut Avenue, N. W. 
Washington, D. C. 20036 


(811-2276) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Davidge Capital Fund, 
inc. (“Applicant”), registered under the Investment Com- 
pany Act of 1940 (“Act”) as an open-end diversified man- 
agement investment company, filed an application on 
March 26, 1975, for an order pursuant to Section 8(f) 

of the Act declaring that Applicant has ceased to be an 
investment company. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations contained therein which 
are summariced below. 


Applicant was organized under the laws of the District 
of Columbia on February 24, 1972, with an authorized 
ital of 5,000,000 shares at par value of 10 cents 
§: of which 74,052 shares were issued and outstand- 
at November 1, 1974. At a Special Meeting of Share- 
holders held December 11, 1974, pursuant to a recom- 
mendation by Applicant’s Board of Directors, Applicant's 
shareholders adopted a Plan of Dissolution. 


The application states that Articles of Dissolution were 
filed with the District of Columbia Recorder of Deeds on 
December 30, 1974 and that the dissolution took effect 
upon the acceptance of the subject Articles of Dissolu- 
tion and the issuance by the Recorder of Deeds of a 
Certificate of Dissolution on March 6, 1975. 


As of December 30, 1974, Applicant had liquidated its 
entire portfolio of securities, and except for a reserve 

in the initial amount of $12,000, had distributed all the 
proceeds of the sale of such assets to its shareholders. 
The balance remaining if any, of such reserve will be dis- 
tributed to shareholders of record as of November 8, 
1974. 


Section 8(f) provides in substance that whenever this 
Commission on its own motion or upon application 
finds that a registered investment company has ceased 
to be an investment company it may so declare by 
order, and upon the taking effect of such order the 
registration of such company shall cease to be in effect. 


Applicant represents that dissolution terminates its cor- 
porate existence and any business in which it is present- 
(Grosses It also represents that since its corporate 

tence has been terminated, the continuation of its 


registration is no longer necessary for the protection 
of investors and an order may be appropriately issued 


under Section 8(f). 


NOTICE IS HEREBY FURTHER GIVEN that any in- 
terested person may, not later than October 14, 1975, 
at 5:30 p.m. submit to the Commission in writing a 
request for a hearing on the matter acoompanied by a 
statement as to the nature of his interest, the reason 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be address- 
ed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall 
be served personally or by mail (air mail if the persons 
being served are located more than 500 miles from the 
point of mailing) upon Applicant at the address stated 
above. Proof of such service (by affidavit or in case of 
any attorney-at-law by certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application will be 
issued as of course following said date unless the Com- 
mission thereafter o-ders a hearing upon request or 
upon the Commission’s own motion. Persons who re- 
quest a hearing or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if order- 
ed) and any postponements thereof. 


For the Commission by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8946/September 19, 1975 


In the Matter of 


HEDGE FUND OF AMERICA, INC. 
1010 Fidelity Union Tower 
Dallas, Texas 75201 


(811-1549) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
8(f) OF THE ACT DECLARING THAT COMPANY 

HAS CEASED TO BE AN INVESTMENT COMPANY 
NOTICE IS HEREBY GIVEN that Hedge Fund of America, 
Inc. (the ““Applicant’’), registered under the Investment 
Company Act of 1940 (the “Act”’) as a diversified, open- 
end management investment company filed an application 
on August 20, 1975, pursuant to Section 8(f) of the Act, 
for an order of the Commission declaring that Applicant 
has ceased to be an investment company as defined in 

the Act. All interested persons are referred to the appli- 
cation on file with the Commission for a statement of 

the representations contained therein, which are sum- 
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marized below. 


Applicant was organized as a Delaware corporation on 
October 10, 1967, and registered under the Act by filing 
a Notification of Registration on Form N-8A with the 
Commission on October 19, 1967. 


Applicant represents that pursuant to a plan of reorgani- 
zation approved by a majority of its shareholders at a 
meeting held on August 6, 1975, it transferred substan- 
tially all of its assets on August 13, 1975, to Oppenheim- 
er A.I.M. Fund, Inc. (“AIM”), a registered investment 
company, in exchange for common stock of AIM. Ap- 
plicant further represents that it has filed a Certificate 

of Dissolution with the Secretary of State of the State 
of Delaware, and that it has ceased conducting the busi- 
ness for which it was organized. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an 
investment company, it shall so declare by order, and, 
upon the taking effect of such order, the registration 
of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 14, 1975, at 5:30 p.m., 
submit to the Commission in writing a request for a hear- 
ing on the matter accompanied by a statement as to the 
nature of his interest, the reasons for such request, and 
the issues, if any, of fact or law proposed to be contro- 
verted, or he may request that he be notified if the Com- 
mission shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. A 
copy of such request shall be served personally or by mail 
(air mail if the person being served is located more than 
500 miles from the point of mailing) upon the Applicant 
at the address stated above. Proof of such service (by 
affidavit or, in the case of an attorney at law, by certifi- 
cate) shall be filed contemporaneously with the request. 
As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing or advice as to whether 

a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8947/September 22, 1975 


In the Matter of 
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COLONIAL EQUITIES, INC. 
COLONIAL GROWTH SHARES, INC. 
COLONIAL VENTURES, INC. 


and 


COLONIAL MANAGEMENT ASSOCIATES, INC. 
75 Federal Street 
Boston, Massachusetts 02110 


(812-3842) 


ORDER EXEMPTING PROPOSED TRANSACTIONS 
PURSUANT TO SECTION 17(b) OF THE ACT AND 
ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER 


Colonial Equities, Inc. (“Equities”), Colonial Growth 
Shares, Inc. (“Growth”), Colonial Ventures, Inc. 
(“Ventures”) (hereinafter referred to as the “Funds” 
or the “Fund Applicants”), each registered under the 
Investment Company Act of 1940 (“Act’’) as an open- 
end investment company, and Colonial Management 
Associates, Inc. (““CMAI”), the principal underwriter 
and investment adviser to Fund Applicants, all of which 
are hereinafter referred to as the “Applicants”, filed an 
application on July 24, 1975, for an order exempting 
from the provisions of Section 17(a) of the Act the 
merger of Equities and Ventures into Growth and for 
an order pursuant to Section 17(d) of the Act and Rule 
17d-1 thereunder permitting the sharing of expenses in- 
cident thereto. 


On August 21, 1975, the Commission issued a notice of 
filing of said application (Investment Company Act Re- 
lease No. 8907). The notice gave interested persons 

an opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course, unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found on the 
basis of the information stated in the application, that 
the terms of the proposed transaction are reasonable and 
fair and do not involve overreaching on the part of any 
person concerned, that the proposed transaction is con- 
sistent with Fund Applicants and with the general pur- 
poses of the Act and that the participation of each Fund 
Applicant is not on a basis less advantageous than that 
of the other participants. 


Accordingly, IT 1S ORDERED, pursuant to Section 17(b) 
of the Act that the proposed merger of Equities and Ven- 
tures into Growth be, and hereby is exempted from the 
provisions of Section 17(a) of the Act. 


IT iS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that the applica- 
tion to permit Applicants to share and allocate expenses 
as proposed, be, and hereby is, granted, effective forth- 
with. 


For the Commission by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8948/September 22, 1975 


in the Matter of 


USM INTERNATIONAL FINANCE CORPORATION 
140 Federal Street 
Boston, Massachusetts 02107 


(812-3823) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR ORDER OF 
EXEMPTION FROM ALL PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that USM International Fi- 
nance Corporation (“Applicant”), a Delaware corporation, 
has filed an application, pursuant to Section 6(c) of the 
Investment Company Act of 1940 (“‘Act’’), for an order 

of the Commission exempting Applicant from all provi- 
sions of the Act. All interested persons are referred to 

the application on file with the Commission for a state- 
ment of the representations contained therein, which 

are summarized below. 


\ icant, a Delaware corporation, is a whooly-owned 
subsidiary of USM Corporation (“USM”), a New Jersey 
corporation. USM engages, directly or through its subsidiary 
corporations, in the manufacture and distribution of a wide 
variety of products such as shoe machinery, rubber and 
plastics mixing machinery, machine tools and chemical 
and fastener products. 


The Applicant was organized in August, 1968 in order 

to raise funds abroad for use in financing USM’s expand- 
ing foreign operations. In December 1968, Applicant is- 
sued outside the United States debt obligations with an 
aggregate face value of 60,000,000 Swiss Francs. Such 
obligations are in the form of guaranteed bearer bonds 
due in 1983. The bonds were offered at 99 percent of 
face value to individual and institutional investors in 
Europe through an underwriting group consisting of 
Credit Suisse (Zurich), Societe de Banque Suisse (Basle), 
and Union de Banque Suisse (Zurich), during the period 
beginning on December 3, 1968 and ending on December 
9, 1968. The aggregate face value of the bonds is divided 
into bearer bonds of 1,000 Swiss Francs and 5,000 Swiss 
Francs, each of which bear an interest rate of 5-1/2 per- 
cent per annum. The bonds are unconditionally guaran- 
teed by USM and are not convertible into the stock of 
any corporation. At the present time, the bonds are 
listed on the stock exchanges in Basle, Zurich, Geneva, 
Berne and Lausanne. 


er than through USM, it was possible for USM to ob- 
in such funds through the issuance and sale of debt 
securities outside the United States in a manner consistent 


Greta its foreign operations through Applicant 


with the voluntary cooperation program to improve the 
balance of payments of the United States, which was 
instituted by President Johnson in February, 1975, 
while at the same time obtaining for Applicant certain 
tax advantages which would not have been available to 
USM had it obtained these funds through the issuance 
of its own debt obligations. One of the conditions im- 
posed by Congress on the availability of such tax incen- 
tives was a requirement that at least 80% of the gross in- 
come of cmpanies such as Applicant had to be derived 
from sources outside the United States. Because of sub- 
sequent changes in the tax laws, however, it is no longer 
necessary for Applicant to meet this foreign income re- 
quirement to assure the continuing availability of these 
tax benefits. 


Since Applicant is no longer prevented by the tax laws from 
doing so, it now wishes to be in a position to lend a portion 
or all of its assets to USM as well as to other members of 
the USM Group, part or all of whose business is conducted 
in the United States. Funds loaned to USM for investment 
in the USM Group would be retained for use by USM or 
invested in order members of the USM Group, either as 
loans or as equity investments. Applicant states that this 
would permit maximization of the investment and credit 
potential of Applicant's cash resources by enabling USM 

to deploy the assets of all members of the USM Group in 
the most efficient manner, instead of requiring Applicant 
to make such investments or loans for USM. 


Rule 6c-1 under the Act, exempts from all provisions of 
the Act a domestic subsidiary of a corporation organized 
to finance the foreign operations of the corporation, pro- 
vided various conditions are met. 


Paragraph (b)(6) of the Rule requires that, upon comple- 
tion of the long term investment program of a finance sub- 
sidiary, at least 80% of its assets, exclusive of U. S. Gov- 
ernment securities and cash items, will consist of invest- 
ments in or loans to foreign companies (or domestic com- 
Panies, substantially all of the business of which is con- 
ducted outside the United States). Paragraph (b)(7) of 

the Rule requires that at least 90% of the assets of the 
finance subsidiary, exclusive of United States Government 
securities and cash items and short term foreign invest- 
ments, be invested in or loaned to companies at least 10% 
of the equity securities of which are owned by the parent 
company of the finance subsidary. 


Applicant states that while it presently meets all of these 
conditions, it will not meet these conditions in the future 
if it lends part or all of its assets to USM or members of 
the USM Group. It argues that since the proceeds of the 
bonds which Applicant proposes to invest were borrowed 
outside the United States in a manner which improved the 
balance of payments position of the United States, and 
since the Internal Revenue Code no longer requires that 
80% of Applicant's gross income be derived from sources 
outside the United States, it perceives no policy reason 
for continuing to insist upon compliance with such a re- 
quirement in order to be entitled to an exemption from 
the Act. Moreover, Applicant assets, no policy reason 
exists for not permitting USM, which is the guarantor of 
the payment of the bonds, to receive assets of Applicant 
for retention or distribution. 
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USM and Applicant represent that the Applicant’s bonds 
were issued in accordance with the requirements of Rule 
6c-1 and that they have no reason to believe any of the 
bonds are presently owned by a citizen, national or re- 
sident of, or a coproration or partnership created or or- 
ganized in, the United States of America or its territories 
Or possessions. 


Applicant intends that all its assets (exclusive of United 
States Government securities and cash items and short- 
term investments in foreign government and commercial 
paper) will be invested in or loaned to companies which 
are primarily engaged in a business or businesses other 
than that of investing, reinvesting, owning, holding, or 
trading in securities and which will be members of the 
USM Group, and Applicant states that it will not acquire 
the securities representing its loans or investments for the 
purpose of resale and will not trade in such securities. 


Applicant further represents that (1) Applicant will not 
deal or trade in securities; (2) the public policy underly- 
ing the Act is not applicable to it; (3) the security hold- 
ers of Applicant do not require the protection of the Act 
because the payment of the bonds does not depend on the 
operations or investment policy of Applicant, but rather, 
since the payment of the bonds is guaranteed by USM, 
the bondholders look primarily to the business enterprise 
of USM; (4) none of the equity securities of Applicant 
will be held by any person other than USM or other 
members of the USM Group; (5) the bonds were offer- 
ed and sold abroad to foreign nationals under circum- 
stances which were intended to preclude any reoffering 
or resale in the United States, its territories or possessions 
or to any United States national, citizen, or resident, and, 
to the best of Applicant’s knowledge, no bond is owned 
by any United States national, citizen, or resident; and 
(6) it is irrelevant for purposes of the Act whether invest- 
ments in members of the USM Group are made through 
advances to USM or by direct loans to or investments in 
other members of the USM Group. 


Section 6(c) of the Act provides that the Commission 
may conditionally or uncondtionally exempt any person 
or transaction from any provision or provisions of the 
Act if and to the extent such exemption is necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. 


Applicant agrees and consents that, if the Commission 

grants an order exempting it from all provisions of the 

Act, such order shall be subject to the following condi- 
tions: 


(1) Applicant will comply with all the requirements of 
subparagraphs (1) - (5) and (8) of paragraph (b) of Rule 
6c-1; 


(2) At least 90 percent of the assets of Applicant, exclu- 
sive of U. S. Government securities and cash items and 
short-term investments in foreign government and com- 
mercial paper, will be invested in or loaned to its parent 
company or companies at least 10 percent of the equity 
securities or which are, or at the completion of the invest- 
ment will be, owned, directly or indirectly, by the parent 
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company; and any assets of Applicant not invested in 
its parent company or such companies will only be in- 
vested in or loaned to companies which are customers 
or suppliers of the parent company or a subsidiary of 
the parent company; and any of the assets invested in 
or loaned to investment companies will only be invested 
in or loaned to investment companies which are wholly- 
owned subsidiaries of the parent company; and 


(3) In the event the Interest Equalization Tax is not re- 
enacted, or is reenacted and expires or is repealed or the 
rate thereof is reduced to zero and such tax is not re- 
placed by another tax providing a comparable deterrent 
to the purchase of Applicant's securities by United States 
persons, Applicant will not issue (except to USM or an- 
other member of the USM Group which is not an invest- 
ment Company) any securities without a further order 
of the Commission; provided, however, that in the event 
that Applicant becomes exempt from each and every 
provision of the Act, or the Commission adopts, amends, 
or interprets a Rule under the Act which would exempt 
Applicant from each and every provisions of the Act, 
nothing contained in the order requested by this appli- 
cation, or the conditions to which it may be subject, 
shall preclude Applicant from being exempt from the 
Act by virtue solely of the applicability of said Rule 

or interpretation. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 17, 1975, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the na- () 
ture of his interest, the reason for such request and the 
issues of fact or law proposed to be controverted or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicant at the address stated 
above. Proof of such service (by affidavit or in case of an 
attorney at law by certificate) shall be filed contempor- 
aneously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the Act, an 
order disposing of the application herein will be issued as 
of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a hear- 
ing, or advice as to whether a hearing is ordered, will re- 
ceive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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the Commission has not ordered a hearing. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8949/September 22, 1975 


In the Matter of 


CLEVELAND SECURITIES CORPORATION 
815 Superior Avenue, N. E. 
Cleveland, Ohio 44114 


(811-2237) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On August 21, 1975, a notice was issued (investment 
Company Act Release No. 8900) that Cleveland Securi- 
ties Corporation (‘Applicant’), a closed-end, diversified, 
management investment company registered under the 
Investment Company Act of 1940 (the ““Act’’), had 

filed an application on November 14, 1974 and amend- 
ments thereto on June 30, 1975 and August 14, 1975, 
pursuant to Section 8(f) of the Act, for an order of the 
Commission declaring that Applicant has ceased to be 

an investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application, under conditions agreed to by the 
Applicant, might be issued upon the basis of the in- 
formation stated therein unless a hearing should be 
‘ordered. No request for a hearing has been filed and 


The matter has been considered and it is found (1) that 
Applicant has ceased to be an investment company and 
(2) that it is necessary for the protection of investors 
that the order of deregistration be made on appropriate 
conditions. 


IT iS ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of Cleveland Securities Corporation under 
the Act shall cease to be in effect upon the company’s 
filing an amendment to this application indicating the 
following: (1) that it has informed its stockholders, by 
letter mailed four weeks before the date hereof, that it 
has filed an application with the Commission, pursuant 
to Section 8(f) of the Act, for an order of the Commis- 
sion declaring that Applicant has ceased to be an invest- 
ment company, (2) that such notification to stockholders 
included a copy of the notice of application and advised 
stockholders of the legal effect of deregistration, (3) that 
Applicant has informed its stockholders, in such letter, 
that Applicant wili, upon the issuance by the Commission 
of an order declaring that Applicant has ceased to be an 
investment company, repurchase any outstanding shares 
of its common stock tendered to it by a stockholder 
within four weeks following the mailing of such letter at 
a price equal to 100% of the net asset value of such com- 
mon stock on the date of issuance of such an order and 
(4) that Applicant has consummated the repurchase of 

ose Outstanding shares of its common stock tendered 

it by stockholders at a price equal to 100% of the net 
asset value of such common stock on the date of issuance 
of this order. 


~ 





For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8950/September 22, 1975 


In the Matter of 


CONGLOMERATE FUND OF AMERICA, INC. 
c/o Ira M. Belfer 

Belfer & Bogart 

60 East 42nd Street 

New York, New York 10017 


(811-1598) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN THAT Conglomerate Fund 
of America, inc. (“Applicant’’), registered under the In- 
vestment Company Act of 1940 (““Act’’) as an open-end, 
non-diversified management investment company, filed 
an application on August 14, 1975, and an amendment 
thereto on August 21, 1975, pursuant to Section 8(f) 

of the Act for an order of the Commission declaring that 
Applicant has ceased to be an investment company. All 
interested persons are referred to the application on file 
with the Commission for a statement of the representa- 
tions contained therein, which are summarized below. 


Applicant was organized on February 1, 1968, under the 
laws of the State of New York and registered under the 
Act by filing its Notification of Registration on Form N- 
8A on Feburary 7, 1968. 


Applicant represents that its Board of Directors, on Jan- 
uary 15, 1973, adopted a resolution authorizing Appli- 
cant to enter into an Agreement and Plan of Reorgani- 
zation (“Plan”) pursuant to which Churchill Fund, Inc. 
(“Churchill”) an open-end, non-diversified management 
investment company, would acquire the property and 
assets of Applicant. Applicant states that at a special 
meeting of its shareholders, held on January 18, 1973, 
the Plan was approved and adopted and that on Janu- 
ary 30, 1973, pursuant to the Plan, Applicant transferred 
its property and assets to Churchill in exchange for 
shares of Churchill, which shares were distributed pro 
rata to Applicant's shareholders. Applicant states that 

it has been completely liquidated and no longer con- 
ducts any business. Applicant states further that it no 
longer has any assets or shareholders. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an 
investment company, it shall so declare by order, and 
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upon the takiny effect of such order, the registration of 
such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 21, 1975 at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 

to the nature of his interest, the reason for such re- 
quest,and the issues, if any, of fact or law proposed to 
be controverted or he may request that he be notified 

if the Commission shall order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchanye Commission, Washington, D. C. 
20549. A copy of such request shall be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon 
Applicant at the address stated above. Proof of such ser- 
vice (by affidavit, or in case of an attorney at law by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order dis- 
posiny of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commission’s 
own motion. Persons who request a hearing, or advice 

as to whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8951/September 24, 1975 


See Securities Act of 1933 Release No. 5620/September 
24, 1975. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8952/September 24, 1975 


In the Matter of 


CONNECTICUT MUTUAL LIFE INSURANCE COM- 
PANY 


and 

CML ACCUMULATION ANNUITY ACCOUNT E 
140 Garden Street 

Hartford, Connecticut 06115 


(812-3857) 
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NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) FOR AN ORDER OF EXEMPTION FROM SEC- 
TIONS 14(a), 17(f), AND 27(c)(2) OF THE ACT AND 
RULE 17f-2 THEREUNDER 


NOTICE IS HEREBY GIVEN that Connecticut Mutual 
Life Insurance Company (“Company”), a Connecticut 
mutual life insurance company and CML Accumulation 
Annuity Account E (‘Account’), a separate account of 
the company registered under the Investment Company 
Act of 1940 (“Act”) as an open-end, diversified manage- 
ment investment company (collectively referred to as 
“Applicants”) have filed an application on September 3, 
1975, pursuant to Section 6(c) of the Act for an order 
of exemption from Sections 14(a), 17(f), and 27(c)(2) 
of the Act and Rule 17f-2 thereunder. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
therein, which ‘are summarized below. 


The Account was established by the Company as the 
facility through which the Company will segregate 
and invest assets attributable to certain individual ac- 
cumulation annuity contracts issued in connection 
with (1) plans meeting the requirements of Sections 
403(b) or 408 of the Internal Revenue Code of 1954, 
as amended, (‘“Code’’) (2) plans established by persons 
entitled to the benefits of the Self-Employed Individuals 
Tax Retirement Act of 1962, as amended, commonly 
known as H.R. 10, and (3) other plans qualified under 
Section 401(a) or 403(a) of the Code. It will also be 
used to segregate and invest assets attributable to a 
group variable annuity contract to be issued to the 
Agent's Retirement Plan of the Company 


Section 14(a) 


Section 14(a) prohibits an investment company from 
making a public offering of its securities unless it 
either has a net worth of at least $100,000, has made 
a previous public offering of its securities at which 
time it had a net worth of at least $100,000, or has 
made firm agreements with no more than 25 respon- 
sible poersons to purchase sufficient securities to bring 
its net worth to at least $100,000 prior to the time 
other members of the public purchase securities. 

Rule 14a-2 provides an exemption from the provisions 
of Section 14(a) for a registered separate account offer- 
ing tax-benefited variable annuity contracts which may 
be purchased in connection with a plan which meets 
the requirements for qualification under Section 401 
of the Code, the requirements for deductions under 
Section 404(a)(2) of the Code, or are contracts which 
meet the requirements of Section 403(b) of the Code. 
Under the Rule, a sponsoring insurance company is 
precluded from knowingly placing non-tax-benefited 
money in such account at any time in the future. 

The Rule is available to such account only if, at the 
commencement of the offering, the establishing in- 
surance company possesses a combined capital and 
surplus if a stock company, or unassigned surplus if 

a mutual company, of $1,000,000. 
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Although the Account will include assets attributable to 


annuity contracts issued in connection with plans meet- 


ing the requirements of Section 408 of the Code, Appii- 
cants believe that the operations of the Account fall with- 
in the spirit and purpose of Rule 14a-2 and that the 
Company meets the requirements of that Rule. The 
Company had an unassigned surplus of $141,668,000 

as of December 31, 1974. To avoid any question as to 

the applicability of Rule 14a-2 to Applicants, however, 
Applicants request an exemption from the provisions 

of Section 14(a) to the extent necessary to permit the 
accumulation annuity contracts, including those offered 
in conjunction with plans adopted pursuant to Section 
408 of the Code, to be offered prior to the time the 
Account has obtained a net worth of $100,000. Appli- 
cants request the exemption on the grounds that the 

tax treatment afforded assets arising from tax-benefited 
separate accounts varies from payments made under other 
variable annuity contracts. A privately contributed $100,- 
000 in such account, therefore, requires separate account- 
ing, and the Account would be subject to the same ad- 
ministrative and other difficulties which led to the 
adoption of Rule 14a-2. 


Section 17(f)(3) and Rule 17f-2 


Section 17(f)(3) provides that a registered management 
investment company may maintain its securities and simi- 
lar investments in its own custody, but only in accord- 
ance with such rules and regulations or orders as the 


() — may from time to time prescribe for the 


“Srotection of investors. Rule 17f-2 requires, with cer- 
tain exceptions, that all securities and similar invest- 
ments must be deposited in the safekeeping of a bank 
or other company whose functions and physical facili- 
ties are supervised by federal or state authorities and 
that access to the securities be limited to certain speci- 
fied persons. 


Applicants state that the vault maintained by the 
Company is similar to the vaults maintained by most 
banks and the Company keeps therein securities and 
similar investments of a value of approximately one 
billion dollars. Furthermore, the Company’s pro- 
cedures and activities in this respect are closely 
supervised by the Connecticut Commissioner of In- 
surance. Accordingly, Applicants request an exemption 
from Section 17(f) and Rule 17f-2 to the extent neces- 
sary to permit the Company to maintain custody in 
its vault of the securities and other similar investments 
held in the Account, and to permit not more than 
twenty duly authorized officers or responsible em- 
ployees of the Company, as well as representative of 
the Connecticut Commissioner of Insurance, mem- 
bers of the National Association of Insurance Com- 
missioner’s duly designated zonal auditing committee 
and selected responsible members of the Company’s 
internal audit team to have access to such securities 
and similar investments of the Account on the 
grounds that adequate protection will be afforded to 
— annuity contract owners. 










Section 27(c)(2) 


Section 27(c)(2) prohibits a registered investment 
company or a*depositor or underwriter for such com- 
pany from selling periodic payment plan certificates 
unless the net proceeds of all payments (except amounts 
deducted for sales load) are deposited with a bank hav- 
ing the qualifications prescribed by Section 26(a)(1) 
and are held by a bank as trustee or custodian under 
an agreement containing, in substance, the provisions 
of Section 26(a)(2) and (3). Section 26(a)(2) requires 
that the trustee or custodian segregate and hold in 
trust all securities and cash of the trust, places certain 
restrictions on charges which may be made against 
the trust income and corpus, and excludes from ex- 
penses which the trustee or custodian may charge 
against the trust any payments to the depositor or 
principal underwriter, other than a fee not exceeding 
such reasonable amount as the Commission may 
prescribe, for performing bookkeeping and other 
administrative services delegated to them by the 
trustee or custodian. Section 26(a)(3) governs the 
circumstances under which the trustee or custodian 
may resign. 


Applicants request an exemption from Section 27(c) 
(2) to permit the proceeds of all payments under 

the accumulation annuity contracts to be held by 

the company on the grounds that its status as a 
regulated insurance company, and its obligations 

as an insurance company to its accumulation annuity 
contract owners, substantially provide the protection 
contemplated by the requirements of Section 27(c)(2). 
Applicants have consented to the requested exemption 
being made subject to the following conditions: (1) 
that the charges to accumulation annuity contract 
owners for administrative services shall not exceed such 
reasonable amounts as the Commission shall prescribe, 
jurisdiction being reserved for such purpose, and (2) 
that the payment of sums and charges out of the assets 
of the Account shall not be deemed to be exempted 
from regulation by the Commission by reason of the 
requested order, provided that the Applicants’ consent 
to this condition shall not be deemed to be a conces- 
sion to the Commission of authority to regulate the 
payments of sums and charges out of such assets other 
than charges for administrative services, and Appli- 
cants reserve the right in any proceeding before the 
Commission or in any suit or action in any court to 
assert that the Commission has no authority to regu- 
late the payment of such other sums or charges. 


Section 6(c) authorizes the Commission to exempt any 
person, security, or transaction or any class or classes 
of persons, securities, or transactions from any provi- 
sions of the Act and Rules promulgated thereunder if 
such exemption is necessary or appropriate in the pub- 
lic interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 20, 1975 at 5:30 
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p.m., submit to the Commission in writiny a request for a 
hearing on the matter accompanied by a statement as to 
the nature of his interest, the reason for such a request 
and the issues of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air mail 

if the pterson being served is located more than 500 
miles from the point of mailing) upon Applicants at the 
address stated above. Proof of such service (by affidavit 
or in case of an attorney at law by certificate) shall be 
filed contemporaneous with the request. As provided 

by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following such date unless the 
Commission orders a hearing on request or upon thie 
Commission.s own motion. Persons who request a hear- 
ing, or advice as to whether a hearing is ordered, will 
receive any notices and orders issued in this matter in- 
cluding the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8953/September 24, 1975 


In the Matter of 


BERKSHIRE GROWTH FUND, INC. 
700 South Street 
Pittsfield, Massachusetts 01201 


(811-1655) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On June 16, 1975, Berkshire Gorwth Fund, Inc., (““Appli- 
cant’) an open-end, diversified management investment 
company registered under the Investment Company Act 
of 1940 ("Act’’) filed an application pursuant to Section 
8(f) of the Act for an order of the Commission declaring 
that Applicant has ceased to be an investment company 
as defined in the Act. 


On August 21, 1975, a notice (Investment Company Act 
Release No. 8899) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application would be issued as of course unless a hear- 
ing should be ordered. No request for a hearing has been 
filed, and the Commission has not ordered a hearing. 
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The matter has been considered, and it is found that Appii- 
cant has ceased to be an investment company. Accordi 


ngly | 
IT IS HEREBY ORDERED, pursuant to Section 8(f) of ' 
Act, that the registration of Berkshire Growth Fund, Inc. | 
shall cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8954/September 24, 1975 


In the Matter of 





THE SAGITTARIUS FUND, INC. 
545 Madison Avenue } 
New York, New York 10022 


(811-1599) 
ORDER PURSUANT TO SECTION 8(f) OF THE ACT 


DECLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY 





On August 29, 1975, a notice was issued (Investment @ ‘ 
Company Act Release No. 8916) that The Sagittarius 
Fund, Inc. (“Applicant’’), registered under the Invest- 
ment Company Act of 1940 (the ““Act”’) as a diversi- 
fied, open-end, management investment company, 
had filed an application on August 5, 1975, pursuant 
to Section 8(f) of the Act, for an order of the Com- 
mission declaring that Applicant has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application might be issued upon the basis of 
the information stated therein unless a hearing should 
be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 





The matter has beer: ronsidered and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the 
Act, tha the registration of The Sagittarius Fund, 
Inc. under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 












George A. Fitzsimmons 
Secretarv 

























oe COMPANY ACT OF 1940 
Release No. 8955/September 25, 1975 


In the Matter of 
THE ONE HUNDRED FUND, INC. 


and 


FLEMING BERGER FUND, INC. 
899 Logan Street 
Denver, Colorado 80203 


(812-3832) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT 


The One Hundred Fund, Inc. (“One Hundred”) and 
Fleming Berger Fund, Inc. (““Fieming Berger”) 
(collectively referred to as ““Applicants’’), registered 
under the Investment Company Act of 1940 (“‘Act’’) 
as open-end management investment companies of the 
iversified and non-diversified type, respectively, filed 
application on July 7, 1975 and an amendment 
reto on August 21; 1975, pursuant to Section 17(b) 
of the Act for an order of the Commission exempting 
from the provisions of Section 17(a) of the Act the 
proposed sale by Fleming Berger of substantially all 
its assets to One Hundred pursuant to an Agreement 
and Plan of Reorganization (““Agreement’’). 


On August 28, 1975, the Commission issued a notice 
of filing of said application (Investment Company Act 
Release No. 8907). The notice gave interested persons 
an opportunity to request a hearing and stated that 

an order disposing of the application would be issued 
as of course unless a hearing should be ordered. No 
request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter having been considered, it is found on the 
basis of the information stated in the application, that 
the terms of the proposed transaction are reasonable 
and fair and do not involve overreaching on the part 

of any person concerned, that the proposed transaction 
is consistent with the policies of Applicants and that it 
is consistent with the general purposes of the Act. 


IT IS ORDERED, pursuant to Section 17(b) of the Act, 
that the exemption from the provisions of Section 17(a) 
of the Act is hereby granted, effective forthwith. 


_For the Commission, by the Division of Investment Man- 
rr Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 
Release No. 8956/September 25, 1975 


In the Matter of 


SCHUSTER FUND, INC. 


KNICKERBOCKER GROWTH FUND, INC. 
245 Park Avenue 
New York, New York 10017 


(812-3836) 


ORDER PURSUANT TO SECTION 17(b) OF THE 
ACT EXEMPTING PROPOSED TRANSACTIONS 
FROM SECTION 17(a) OF THE ACT 


On Augujst 28, 1975, a notice was issued (Investment 
Company Act Release No. 8910) of an application 
filed on July 3, 197&, and an amendment thereto 
filed on August 20, 1975, by Schuster Fund, Inc. 
(“Schuster”) and Knickerbocker Growth Fund, Inc. 
(“Knickerbocker’’) (coliectively ““Applicants’’), open- 
end, diversified management investment companies 
registered under the Investment Company Act of 
1940 (the ““Act’’), for an order pursuant to Section 
17(b) of the Act exempting from Section 17(a) of 
the Act the proposed acquisition by Schuster of the 
assets of Knickerbocker in exchange for shares of 
Schuster. 


The notice gave interested persons an opportunity 

to request a hearing and stated that an order dis- 
posing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found, on the 
basis of the information contained in the application, 
that the terms of the proposed transactions are reason- 
able and fair and do not involve overreaching on the 
part of any person concerned and that the proposed 
transactions are consistent with the policies of Appli- 
cants and with the general purposes of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the 
Act, that the proposed transactions be, and are here- 
by, exempted from the provisions of Section 17(a) 
of the Act, effective forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8957/September 25, 1975 


In the Matter of 


LIBERTY FUND, INC. 


THE KNICKERBOCKER FUND 
245 Park Avenue 
New York, New York 10017 


(812-3826) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTIONS FROM 
SECTION 17(a) OF THE ACT 


On August 28, 1975, a notice was issued (Investment 
Company Act Release No. 8908) of an application filed 
on June 30, 1975, and an amendment thereto filed on 
August 20, 1975, by Liberty Fund, Inc. (“Liberty’’) 
and The Knickerbocker Fund (“Knickerbocker”) 
(collectively ‘“‘Applicants’’), open-end, diversified man- 
agement investment companies registered under the In- 
vestment Company Act of 1940 (the “Act”’), for an 
order pursuant to Section 17(b) of the Act exempting 
from Section 17(a) of the Act the proposed acquisition 
by Liberty of the assets of Knickerbocker in exchange 
for shares of Liberty. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found, on the 
basis of the information contained in the application, 
that the terms of the proposed transactions are reason- 
able and fair and do not involve overreaching on the 
part of any person concerned and that the proposed 
transactions are consistent with the policies of Appli- 
cants and with the general purposes of the Act. Ac- 
cordingly, 


IT 1S ORDERED, pursuant to Section 17(b) of the 
Act, that the proposed transactions be, and are hereby, 
exempted from the provisions of Section 17(a) of the 
Act, effective forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8958/September 25, 1975 


In the Matter of 


THE VANGUARD GROUP, INC. 


WELLINGTON FUND, INC. 
WINDSOR FUND, INC. 

IVEST FUND, INC. 

EXETER FUND, INC. 

GEMINI FUND, INC. 

EXPLORER FUND, INC. 

TRUSTEES’ EQUITY FUND, INC. 
WELLESLEY INCOME FUND, INC. 

W. L. MORGAN GROWTH FUND, INC. 
WESTMINSTER BOND FUND, INC. 
FUND FOR FEDERAL SECURITIES, INC. 


WHITEHALL MONEY MARKET TRUST 
QUALIFIED DIVIDEND PORTFOLIOS, INC. 


P. O. Box 823 
Valley Forge, Pennsylvania 19482 


WELLINGTON MANAGEMENT COMPANY 
THORNDIKE, DORAN, PAINE & LEWIS, INC. 


28 State Street 
Boston, Massachusetts 02109 


(812-3780) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 17(b) OF THE 
ACT AND RULE 17d-1 THEREUNDER PERMITTING 
CERTAIN PROPOSED TRANSACTIONS 


NOTICE IS HEREBY GIVEN that The Vanguard Group, 
Inc. (‘Vanguard’), Wellington Fund, Inc., Windsor 
Fund, Inc., lvest Fund, Inc., Exeter Fund, Inc., Ex- 
plorer Fund, Inc., Trustees’ Equity Fund, Inc., Welles- 
ley Income Fund, Inc., W. L. Morgan Growth Fund, 
Inc., Westminster Bond Fund, Inc., and Fund for 
Federal Securities, Inc., all open-end diversified man- 
agement investment companies, and Gemini Fund, Inc., 
a colosed-end diversified investment company (‘’Van- 
guard Funds”), all of which are registered under the 
Investment Company Act of 1940 (““Act’’), Whitehall 
Money Market Trust (“Whitehall”) and Qualified Di- 
vidend Portfolio, Inc. (‘Qualified’), newly organized 
open-end diversified management investment companies 
registered under the Act, and Wellington Management 
Company (“WMC”) and Thorndike, Doran, Paine & 
Lewis, Inc. (“TDP&L”’), companies registered as invest- 
ment advisers under the Investment Advisers Act of 
1940 (all collectively “Applicants”) filed an applica- 
tion on March 12, 1975 and amendments thereto on 
April 15, 1975, June 30, 1975 and September 23. 

1975 pursuant to Section 17(b) of the Act and Rule 
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17d-1 thereunder for an order permitting Applicants to 






ferred to the application on file with the Commission 
which are summarized below. 


On February 18, 1975, the Commission issued an order 


permit, in substance, the partial internalization of the 


by the Vanguard Funds which provides them with cor- 
porate management and administrative services at cost. 
Pursuant to this arrangement, each of the Vanguard 
Funds contributed to the capital of Vanguard in pro- 
portion to such fund’s relative net assets. Adjustments 
will be made periodically to maintain proportional 
ownership by each of the Vanguard Funds. Applicants 
state that after approval by the shareholders of each 
Vanguard Fund, Vanguard began its operations on May 
1, 1975. 


WMC is and will continue to be the “external” invest- 
ment adviser to each of the Vanguard’Funds and the 
principal underwriter for all of the Vanguard Funds 
except Exeter Fund, Inc., and Gemini Fund, Inc., 
which do not continuously offer their shares and have 
no principal underwriter. 


WMC is currently organizing, at its expense, two new 

investment companies, Whitehall and Qualified, for 
Qe WMC will act as investment adviser and princi- 

| underwriter. Whitehall’s Board of Trustees and 

Qualified’s Board of Directors will be composed of the 
same persons who serve as directors of the Vanguard 
Funds, and Whitehall and Qualified will have the same 
officers as the Vanguard Funds. The Vanguard Funds’ 
Service Contract makes provision for other registered 
investment companies to become parties to the agree- 
ment and join in the “at cost” arrangements for cor- 
porate management and administrative services. The 
Vanguard Funds propose to permit Whitehall and 
Qualified to become parties to the agreement. White- 
hall and Qualified will participate in the capitalization 
of Vanguard, which is limited to .05% of the net 
assets of each party to the agreement. 


TDP&L, a wholly-owned subsidiary of WMC, is invest- 
ment adviser to four other investment companies re- 
gistered under the Act and to numerous investment 
counselling account clients. Pursuant to contractual 
arrangements with those investment companies and 
clients, WMC and TDP&L are obligated to provide 
various statistical, record keeping and administrative 
services. Applicants state that some of the personnel 
who have been responsible for performing such ser- 
vices for WMC and TDP&L became employees of Van- 
guard on May 1, 1975. 


The Vanguard Funds’ Service Contract provides for 
Vanguard to render services to persons other than the 
inds “‘so long as ... the services are rendered for 
pensation and, to the extent achievable, for the 
purpose of gaining a profit thereon.” WMC and 
TDP&L propose to contract with Vanguard for the 





in certain transactions. All interested persons are 


‘or a statement of the representations contained therein 


(Investment Company Act Release No. 8676) on an appli- 
cation filed by Vanguard, Vanguard Funds and WMC to 


Vanguard Funds through Vanguard, a corporation owned 


latter to perform certain of the services for which WMC 
and TDP&L are obligated to their clients. For such ser- 
vices, Vanguard will charge WMC and TDP&L an amount 
equal to at least all actual costs, which include identifi- 
able costs and a proportionate share of Vanguard's 

fixed costs, incurred in rendering the services. Vanguard 
asserts that its revenues for such services will amount to 
approximately 7-8% of its current budget and that no 
material additional expenditures will be necessary be- 
cause of the contract nor will performance of the services 
for WMC and TDP&L impair the work done for the Van- 
guard Funds. The contract will be terminable by either 
party by giving 60 days’ written notice. 


Section 17(a) of the Act, in pertinent part, prohibits an 
iffiliated person of or principal underwriter for a regis- 
tered investment company, acting as principal, knowing- 
ly to sell any security to such registered company, or 
knowingly to purchase from such registered investment 
company any security. Section 17(b) of the Act provides, 
however, that the Commission, upon application, may 
exempt a transaction from the provisions of Section 
17(a) if evidence establishes that the terms of the 
proposed transaction, including the consideration to 

be paid, are reasonable and fair and do not involve 
overreaching on the part of any person concerned, and 
that the proposed transaction is consistent with the 
policy of each registered investment company concern- 
ed and with the general purposes of the Act. 


Vanguard is an affiliated person of several of the Van- 
guard Funds which will own more than 5% of its voting 
securities. Further, since there are common directors 
and Vanguard Funds, Whitehall and Qualified will own 
all of Vanguard’s voting securities, Vanguard may be 
deemed to be directly or indirectly controlled by, or 
under common control with, one or more of the Van- 
guard Funds, Whitehall and Qualified; and therefore 
Vanguard may be deemed to be an affiliated person of 
each of them and they may be deemed to be affiliated 
persons of each other. Thus, Applicants state the pro- 
posed purchases and sales of Vanguard shares by 
Whitehall and Qualified among Vanguard, Vanguard 
Funds, Whitehall and Qualified may be deemed sub- 
ject to the provisions of Section 17(a). 


Section 17(d) of the Act and Rule 17d-1 thereunder, in 
pertinent parts, prohibit an affiliated person of a regis- 
tered investment company, or an affiliated person of 
such a person, acting as principai, to participate in, or 
effect any transaction in connection with any joint 
enterprise or arrangement in which any such registered 
investment company or a company controlled by 

such registered company is a participant with the 
affiliated person unless an application regarding such 
transaction is filed and an order is granted permitting 
such joint enterprise or arrangement prior to its sub- 
mission to security holders for approval; and provide 
that, in passing upon such application the Commission 
will consider whether the participation of such regis- 
tered or controlled company in such arrangement is 
consistent with the provisions, policies and purposes 
of the Act, and the extent to which such participation 
is on a basis different from or less advantageous than 
that of other participants. 
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and TDP&L is an affiliated person of WMC and thus an 
affiliated person of an affiliated person of each of the 
Vanguard Funds. Thus, Applicants state that Vanguard, 
Vanguard Funds, Whitehall and Qualified may be deemed 
to be engaged in such a joint transaction and prohibited 
from having Whitehall and Qualified join the Vanguard 
Fund Group unless the Commission issues an order allow- 
ing the implementation of such proposal; and that Van- 
guard, WMC and TDP&L may be deemed to be engaged 
in such a joint transaction and prohibited from having 
WMC and TDP&L contract with Vanguard for services 
unless the Commission issues an order allowing the im- 
plementation of such proposal. 


Applicants, therefore, request an order pursuant to Sec- 
tion 17(b) of the Act and Rule 17d-1 thereunder (1) 
exempting from Section 17(a) of the Act the transac- 
tion whereby Vanguard will issue and Whitehall and 
Qualified will purchase securities of Vanguard as des- 
cribed above; (2) exempting from Section 17(a) of the 
Act the transaction whereby each of the Vanguard 
Funds, Whitehall and Qualified periodically may pur- 
chase and sell securities of Vanguard among themselves 
to maintain ownership of Vanguard proportional to 
their assets; (3) permitting Vanguard, Vanguard Funds, 
Whitehall and Qualified to enter into and implement 
the proposed joint transaction whereby Whitehall and 
Qualified join the Vanguard Fund Group described 
herein; and (4) permitting Vanguard, WMC and 
TDP&L to enter into and implement the proposed 
joint transaction whereby WMC and TDP&L contract 
with Vanguard to perform certain services for them 
described herein. 


Applicants represent that all the proposed arrangements 
and transactions described in the application comport 
with the applicable statutory standards. 


Vanguard Funds, Whitehall and Qualified state that 
the internalization of the management of their cor- 
porate administrative affairs through Vanguard, will 
achieve increased independence from and an increased 
ability to monitor and evaluate the performance of any 
external investment adviser or distributor, thereby in- 
creasing their ability to obtain the best investment ad- 
visory, distribution, and administrative services at a 
reasonable cost. They further state that the arrange- 
ment will increase their bargaining in obtaining ad- 
visory and underwriting services and reduce the ex- 
penses both immediately and in the long run by hav- 
ing corporate administrative services performed at cost. 
Vanguard Funds and Vanguard state that the addition 
of Whitehall and Qualified to The Vanguard Fund 
Group arrangements will produce additional benefits 
to the Vanguard Funds because of the ability to spread 
Vanguard's fixed costs of operation over a larger asset 
base, producing economies of scale. Vanguard asserts 
it has the capability to provide services to Whitehall 
and Qualified without impairing the quality of service 
to others. 


The application states that the proposed contribution 
to the capitalization of Vanguard by Whitehall and 
Qualified is reasonable in view of the anticipated work- 
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WMC is an affiliated person of each of the Vanguard Funds 





ing capital needs of Vanguard and the de minimis por- 
tion of their assets to be invested, and fair since each 
investment company will contribute capital in propor- 
tion of its current net assets with the capital contribu- 
tions being adjusted periodically so that no investment 
company will have a disproportionate investment. Ap- 
plicants further note that the proposed Vanguard ar- 
rangement will have been submitted for approval by 
shareholders of each of the Vanguard Funds. They state 
that the essential purposes of the proposal are consistent 
with the provisions, policies and purposes of the Act. 


Applicants represent that Vanguard’s Board of Directors 
reviewed the proposed contract with WMC and TDP&L 
and unanimously approved it (10 of 11 directors being 
present). Applicants further state that by rendering 
certain services to WMC and TDP&L for compensation, 
the expenses of each of the Vanguard Funds will be re- 
duced. The arrangement with WMC and TDP&L will 
spread Vanguard's fixed costs of operation over a 
larger asset base, while not requiring any material 
additional expenditures by Vanguard. Over the longer 
term, Vanguard states that benefits may also arise 
from the broadening of the operational expertise 

and experience of the Vanguard staff. Finally, Appli- 
cants state that they would utilize the same approach 
for framing a pricing structure for any other company 
to be served by Vanguard. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 21, 1975, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for such 
request and the issues of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 

D. C., 20549. A copy fo such request shall be served 
personally or by mail (air mail if the person being 
served is located more than 500 miles from the point 
of mailing) upon Applicants at the addresses stated 
above. Proof of such service (by affidavit or in case of 
an attorney at law by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date, 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of hearing (if 
ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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g— MENT ADVISERS ACT 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 474/September 19, 1975 


1975. 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 5619/September 19, 1975 


1975. 





INVESTMENT ADVISORS ACT OF 1940 
Release No. 476/September 23, 1975 


See Securities Exchange Act of 1934 Release No. 11670/ 
September 23, 1975. 


G 





See Securities Act of 1933 Release No. 5618/September 19, 


See Securities Act of 1933 Release No. 5619/September 19, 





LITIGATION 





Litigation Release No. 7090/September 19, 1975 


SEC v. RENE R. WOOLCOTT 
75 Civil 4089 (SDNY) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange Com- 
mission, announced that on September 8, 1975, the 
Honorable Thomas P. Griesa, United States District 
Judge for the Southern District of New York, issued 
a Final Judgment of Permanent Injunction and Order 
of Disgorgement enjoining Rene R. Woolcott (‘“Wool- 
cott’’) from further violations of the antifraud provi- 
sions of the Securities Exchange Act of 1934 and 
Rule 10b-5 thereunder; and directing Woolcott to 
disgorge the $6,500 profit he realized as a result of 
his unlawful activity. 


(Y its Complaint, the Commission had alleged that on 
ly 2, 1974 Woolcott purchased 1,000 shares of Za- 
pata Corporation while in possession of material non- 





public information concerning a prospective tender 
offer by Zapata Corporation for its own shares. 
Woolcott consented to the entry of the Final Judg- 
ment of-Permanent Injunction and Order of Disgorge- 
ment without admitting or denying the allegations in 
the Commission’s Complaint. 


For further information, see Litigation Release No. 
7052. 





Litigation Release No. 7091/September 19, 1975 


SEC v. PULSOTRONICS, INC., et al 
75 Civil 3199 (MP) 


William D. Moran, Regional Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, announced that on September 2, 1975, 
the Honorable Milton Pollack of the U. S. District 
Court for the Southern District of New York issued 
an order of permanent injunction by consent against 
Pulsotronics, Inc. (““Pulsotronics”), a Delaware Cor- 
poration; Joseph W. Hafesh (“Hafesh’’) of Paramus, 
New Jersey and Hollywood, Florida-Pulsotronics 
chairman of the board and president; and Allan 
Borkowski (“Borkowski”) of Fort Lee, New Jersey 

- a past officer and director and principal shareholder 
of Pulsotronics, enjoining said defendants from fur- 
ther violations of the antifraud provisions of the 
Securities Act of 1933 and the Securities Exchange 
Act of 1934. Previously on August 28, 1975, Judge 
Pollack had signed an order of permanent injunc- 
tion, on consent, against Bernard Resnik (“Resnik”’) 
of Paramus, New Jersey, a shareholder of Pulsotron- 
ics, enjoining him from violating the same antifraud 
provisions. 


The Commission’s compiaint, filed on June 30, 1975, 
alleged the following: 


1. Defendants Pulsotronics, Hafesh, and Borkowski 
prepared and issued to shareholders and others, 
documents containing false and misleading informa- 
tion which yave a distorted view of Pulsotronics’ 
progress in developing and marketing its products and 
devices and which omitted material information re- 
flecting adversely on Pulsotronics; 


2. Defendant Hafesh disicosed to defendant Resnik 
material non-public information including, among 
other things, material facts concerning Pulsotronics’ 
plans for refinancing; and 


3. Defendants Pulsotronics, Hafesh, Borkowski and 
Resnik placed or caused the placing of a series of 
purchase orders for Pulsotronics common stock for 
the purpose of creating the appearance of active 
trading in Pulsotronics common stock, artificially 
raising the price of the stock, and maintaining the 
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artificially raised price of the stock. 


For further information, see Litigation Release No. 
6968 (July 7, 1975). 





Litigation Release No. 7092/September 19, 1975 


SEC v. KIMBERLY OIL AND GAS COMPANY, et al. 
(N.D. Tex.) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, today announced the filing of a civil injunc- 
tive complaint in federal district court at Austin, 
Texas, on September 15, 1975, against Kimberly 

Oil and Gas Company and James E. Van Blaricum, 
both of Austin, Texas, charging violations of the 
antifraud provisions of the federal securities laws. 
The complaint also requested disgorgement by Kim- 
berly Oil and Gas Company and Van Blaricum of 
any monies wrongfully obtained in violation of the 
federal securities laws. 


According to the complaint, Kimberly Oil and Gas 
Company and Van Blaricum, its president, violated 
the antifraud provisions of the federal securities laws 
in the offer and sale of fractional undivided working 
interests in Frio County, Texas oil and gas leases by 
making false and misleading statements to prospective 
investors concerning, among other things, the 

amount of production from surrounding leases, 

the availability of tax deduction, and the risks 
involved in exploring for oil and gas. 


Federal District Judge Jack Roberts of Austin set 
September 26, 1975, as the date of the hearing on 
the Commission’s Motion for Preliminary Injunc- 
tion and disgorgement. 


The complaint was filed as a result of a joint investi- 
gation instituted by the staff of the Texas Securities 
Board and the Fort Worth Regional Office of the Se- 
curities and Exchange Commission. 





Litigation Release No. 7093/September 22, 1975 


SEC v. PHILLIPS PUBLISHING, INC., THOMAS 
L. PHILLIPS 
(USDC, Md., Civil Action No. 75-1008) 


Paul F. Leonard, Administrator of the Washington 
Regional Office, announced that on September 11, 
1975, Edward S. Northrop, Chief Judge of the 
United States District Court for the District of 
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Maryland, after a consolidated hearing on the merits on 
the Commission’s complaint for a preliminary and 
permanent injunction, dismissed the Commission’s 
complaint against Phillips Publishing, Inc. (Phillips), 

a registered investment adviser, and Thomas L. Phillips, 
its president, both of Chevy Chase, Maryland. 





The Commission had alleged in its complaint that the 
defendants violated Section 206 of the Investment Ad- 
visors Act of 1940 and Rule 206(4)-1(a)(5) thereunder 
in connection with the offer and sale of an investment 
advisory publication in that the defendants omitted to 
disclose material facts with respect to the insolvent 
financial condition of Philips. Its use of new subscrip- 
tion proceeds and its ability to honor its guarantee of a 
full refund of the subscription fee in the form in which 
it was made. Also, the Commission had alleged that 
the defendants used improperly new subscription pro- 
ceeds in that Phillips used such proceeds in its current 
operations. 


For further information see Litigation Release No. 7044. 





Litigation Release No. 7094/September 22, 1975 





SEC v. POLARIS MINING COMPANY, et al. 
(USDC Colo., No. 75-W-695) 


Robert H. Davenport, Regional Administrator of the 
Denver Regional Office of the Securities and Exchange 
Commission, announced that on September 8, 1975, 
Judge Fred M. Winner of the U. S. District Court for 
the District of Colorado, signed a Final Judgment of 
Permanent Injunction Against Albert J. Steinbach. 
The defendant consented to the Final Judgment 
without admitting or denying the allegations con- 
tained in the Commission’s complaint. The Final 
Judgment enjoins Steinbach from violations of 
Sections 5(a) and 5(c) of the Securities Act of 1933 
in connection with the offer and sale of the common 
stock of Polaris Mining Company, or any other secur- 
ities of any issuer. 


For further information see Litigation Release No. 6965. 





Litigation Release No. 7095/September 23, 1975 
SEC v. SCOTT, GORMAN MUNICIPALS, INC., et al 





William D. Moran, Administrator of the New York 
Regional Office, today announced the filing of a 











Complaint in the U. S. District Court for the 
Southern District of New York on September 5, 
1975, against Scott, Gorman Municipals, Inc. (“Scott 
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Gorman’’), a municipal bond dealer located in New 
ork City and Clifton, New Jersey; Kenneth Kramer 
(fkemer of New York City, New York, the presi- 
t of Scott Gorman; Raymond Marsh (’’Marsh”) 
of Brentwood, New York, a vice-president and 
secretary-treasurer of Scott Gorman; Jack Weinstein 
(“Weinstein”) of Glen Ridge, New Jersey, a vice-presi- 
dent of Scott Gorman; and Eugene Ingargiola (“In- 
gargiola”) of Morristown, New Jersey, the Chairman 
of the Board of Scott Gorman. 


The Complaint alleges violations of the antifraud pro- 
visions of the Securities Act of 1933 and the Securi- 
ties Exchange Act of 1934 and seeks to enjoin the 
defendants from further violations of those provisions 
of the federal securities laws. The Complaint and 
moving papers allege that during the period in or 
about January, 1975 to September 2, 1975, the de- 
fendants engaged in a fraudulent course of conduct 
whereby they failed, among other things, to deliver 
fully-paid for notes, bonds, and other securities to 
customers; to disclose to Scott Gorman’s customers 
the fact that these fully-paid for notes, bonds, and 
securities were being illegally pledged at*lending in- 
stitutions; and to disclose the true financial condi- 
tion of Scott Gorman. 


Further, on September 5, 1975, Judge Dudley Bonsal 
of the U. S. District Court for the Southern District 

of New York granted the Commission's request for 

a temporary restraining order which, among other 
ngs, temporarily restrains the above-named 

‘Anpany and individuals from further engaging in any 
fraudulent acts or schemes with regard to transactions 
in notes, bonds, and securities, temporarily restrains the 
individual defendants from transferring or disposing of 
any personal assets, and prohibits them from destroy- 
ing or concealing any records. 


Concurrent with the filing of its District Court Com- 
plaint, the Commission moved to intervene in Scott 
Gorman’s Chapter X! proceeding in the Bankruptcy 
Court of the U. S. District Court for the Southern 
District of New York. 


Additionally, the New York Regional Office moved 
for the appointment of a Receiver pursuant to 
Chapter XI of the Bankruptcy Act. On September 5, 
1975, Judge John J. Galgay, Bankruptcy Judge, 
granted the Commission’s application to intervene 
and on September 9, 1975, following a hearing, re- 
commended the appointment of a Receiver. Pursu- 
ant to this recommendation on September 9, 1975, 
Judge Henry F. Werker of the U. S. District Court 
for the Southern District of New York appointed 
Andrew Grass, Esq. of the firm of Windels and 

Marx located at 51 West 51st Street, New York, 
New York, 10019 as Receiver. 
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Litigation Release No. 7096/September 23, 1975 


SEC v. READEX ELECTRONICS, INC., et al. 
Civil No. 74-515 (WDNY) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission, announced that the U. S. District 

Court for the Western District of New York entered 
Final Judgments of Permanent Injunction by Con- 
sent against Readex Electronics, Inc. (““Readex’’), a 
New York Corporation with its principal office 
located in Honeoye Falls, New York, Wallace R. 
Straight, a resident of Honeoye Falls, New York, 

and president and chairman of the board of direc- 
tors of Readex, and Herbert D. Becks, a resident of 
Rochester, New York, and a former officer and 
director of Readex, from further violating and 

aiding and abetting violations of Sections 5(a) 

and 5(c) of the Securities Act of 1933, in connection 
with the offer, sale and issuance of the corporation’s 
common stock and warrants. The Commission’s com- 
plaint which sought, inter alia, final judgments of per- 
manent injunction against all the defendants for vio- 
lating and aiding and abetting violations of the regis- 
tration provisions, alleged that in connection with 

a series of offerings, sales and issuances commencing 
on or about January 1, 1970 to on or about Septem- 
ber 15, 1972, the defendants offered and sold approxi- 
mately 350,000 shares of unregistered common stock 
to approximately 1,100 persons for total proceeds of 
approximately $1.5 million. The complaint further 
alleged that in connection with the offerings and 
sales, the books and records of Readex substantially 
understated the true number of shareholders to 
whom such securities were sold. 


In addition to obtaining final judgments of permanent 
injunction against all defendants, the Court entered an 
Order of Ancillary Relief by Consent which will re- 
quire Readex to comply with certain provisions for 
the protection of Readex shareholders and other pub- 
lic investors, as follows: 


(1) soliciting all proxies in connection with the 
annual meeting of shareholders in accordance with 
and as if Readex Electronics, Inc. were subject to 
the requirements of Section 14 of the Securities Ex- 
change Act of 1934 and the rules and regulations 
promulgated thereunder, intluding mailing to 
shareholders at the conclusion of each fiscal year 
and annual report; 


(2) mailing to shareholders at the conclusion of 
each quarter of its fiscal year a summary report of 
its operations for such quarter and for such year 
through the end of such quarter; 


(3) scheduling and holding a meeting of shareholders 
for the purpose of voting upon the continuation of the 
present management of Readex Electronics, Inc.,; and 
scheduling and holding shareholder meetings at the 
conclusion of each fiscal year of Readex Electronics, 
Inc.; 
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(4) mailing to shareholders a report of all sales of 
Readex Electronics, Inc. securities and the application 
of the proceeds of such sales; and 


(5) extending for an additional three year period the 
respective exercise period for all previously issued 
warrants to purchase Readex Electronics, Inc. common 
stock. 


For further information see Litigation Release No. 6582. 





Litigation Release No. 7097/September 24, 1975 


SEC v. PENN CENTRAL CO., et al. 
Civil Action No. 74-1125 (E.D. Pa.) 


The Securities and Exchange Commission announced 
that on September 19, 1975, Chief Judge Joseph S. 
Lord, II! of the U. S. District Court for the Eastern 
District of Pennsylvania entered a Final Judgement 
cf Permanent Injunction against Penn Central Trans- 
portation Company (“Transportation Company”), 

a defendant in SEC v. Penn Central Co., et al. based 
on certain pre-reorganization activities of Transpor- 
tation Company and others. The Commission had 
alleged in its action that prior to the filing of a 
petition for reorganization under the Bankruptcy 
laws in June, 1970 and, accordingly, prior to the 
Court appointment of Transportation Company 
Trustees (“Trustees”), the Transportation Company, 
its principal officers, and others engaged in misrepre- 
sentations, including the concealment of the deterior- 
ation of the Transportation Company, and other 
fraudulent conduct. (See Litigation Release No. 6349). 


The Transportation Company consented to the injunc- 
tion without admitting or denying the allegations con- 
tained in the Commission’s complaint except that it 
denied the allegations of the complaint insofar as 

they might have pertained to the period of the steward- 
ship of the Trustees subsequent to the filing of the pe- 
tition for reorganization. The Judgment enjoins Trans- 
portation Company from violations of the antifraud 
provisions of the Federal securities laws (Section 17(a) 
of the Securities Act of 1933 and Section 10(b) of 

the Securities Exchange Act of 1934 and Rule 10b-5 
thereunder.) 


The Transportation Company is 2 wholly owned subsidi- 
ary of Penn Central Co. and operates the Penn Central 
rail system. Since the filing of the petition for reorgani- 
zation in June, 1970, the Transportation Company has 
been managed and operated by the Trustees appointed 
by the Court. None of the Trustees of Transportation 
Company was associated with the Company prior to 

the filing of the petition. The Commission’s action 
continues against the remaining defendants. 
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Litigation Release No. 7098/September 24, 1975 


R 
SEC v. GENERAL REFRACTORIES COMPANY, et aiff)) 
(D.D.C. Civil Action No. 75-0809) . 
The Securities and Exchange Commission announced ° 
that on September 23, 1975, the Honorable John H. re 
Pratt, U. S. District Judge for the District of Columbia, | Ia 
issued an order preliminarily enjoining Hermann Mayer M 
(H. Mayer”), Dan Mayer and four corporations owned $a 


and/or controlled by H. Mayer: Refrax Handels Anstalt de 
(“Refrax”’), Sanbil Handels Anstalt (““Sanbil’’), Magnesit 
Holding A. G. (“Magnesit Holding”) and A. G. Fuer Fi 
Magnesit Export (‘Export’), from violating the anti- 6 
fraud, Williams Act, reporting and proxy provisions of | 
the Securities Exchange Act of 1934 (“Exchange Act”) 
and rules thereunder, with respect to the securities of 
General Refractories Company (““GRX”) or any other 
issuer; and preliminarily enjoining H. Mayer, Dan Mayer, 
Refrax, Sanbil and Magnesit Holding from further viola- 
tions of the Williams Act provisions of the Exchange | : 
Act and rules thereunder, with respect to the securities Li 


of GRX or any other issuer. Additionally, the Court 
preliminarily enjoined H. Mayer, Dan Mayer, Refrax, | SE 
Sanbil, Magnesit Holding and Export from acquiring (0 
any additional GRX shares, from disposing of or en- 
cumbering GRX shares owned and/or controlled by Tt 


them and from voting such shares. The order was entered | an 
after an evidentiary hearing held on September 18 and Ju 
19, 1975 wherein the Court found that the defendants had Mc 
violated and were violating the above stated provisions af 
the Exchange Act. 








The Commission’s complaint, filed on May 21, 1975, \9 
generally alleged that Hermann Mayer, through Swiss Ing 
and Liechtenstein companies, acquired over many years ref 
a substantial amount of GRX stock which at times ex- its 
ceeded 10% and equalled as much as 17% of GRX’s out- | 
standing stock. The compalint also alleged that since we 
1965 Mayer has been represented on GRX’s board, ak 
including from 1971 until April 1975, by his son, Dan : 

[ 





Mayer, and has had numerous business transactions 
with GRX which had generated millions of dollars for to 


Mayer’s companies. The Commission alleged that fut 
Mayer’s stockholdings, board representation and Th 
business transactions should have been but were not “ 
disclosed in GRX annual reports and proxy material ef 
and in Schedules 13D which should have been filed ou 


by Mayer and certain other defendants. The Commis- = 
sion also alleged that a Schedule 13D and amendments 





filed by Sanbil were false and misleading. | 2 
For further information, see Litigation Release Nos. 
6898, 6919, 6928 and 7069. 

Lit 


Litigation Release No. 7099/September 25, 1975 





SEC v. SILVER MINT MORTGAGE COMPANY, LT 
(USDC Utah, Civil Action No. 74-353) 











Robert H. Davenport, Administrator of the Denver 





Regional Office of the Securities and Exchange Commis- 

“eg, announced that on August 27, 1975, the Honorable 
(: W. Ritter, U. S. District Chief Judge, for the 

_wtrict of Utah, entered an order of default judgment 

enjoining Silver Mint Mortgage Co., Ltd., a British 

Columbia, Canada corporation, from violation of the 

registration and antifraud provisions of the securities 

, | laws in the offer and sale of debentures of Silver Mint 

r Mortgage Co., Ltd., and in the offer and sale of silver 

d sales agreements of IMC Mint Corporation and other 

t defendants. 





For further information, see Litigation Release Nos. 
6585, 6682, 6871, and 6767. 
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, _| Litigation Release No. 7100/September 25, 1975 


| SEC v. CONTINENTAL CONNECTOR CORPORATION 
| (District of Columbia Civil Action No. 75-0891) 


The Securities and Exchange Commission (‘“Commission”’) 
>red | announced that on September 18, 1975, U. S. District 
d Judge Aubrey E. Robinson granted the Commission’s 
ts had | Motion for Summary Judgment and filed a final order, 
s inter alia, compelling the filing by Continental Connector 

* “oration (‘Continental’), Woodside, New York, in 

(3 | Aer form and content, on or before November 30, 

19/5, of all then delinquent periodic reports, includ- 
ing, but not limited to Defendant’s Form 10-K annual 
ars report for its fiscal year ended December 31, 1974 and 
"i | its Form 10-O quarterly reports for its fiscal quarters 
vt ended March 31, 1975 and June 30, 1975. Continental 

was further ordered to file under cover of Form 8K 
| aletter giving a detailed and accurate statement, inter 
n alia, of the reasons for the delay in the filing of the 
currently delinquent reports and the steps taken and 
. to be taken to assure timely filing in proper form of 
future annual and other periodic and current reports. 
The Order permanently enjoins Continental from fail- 
ing timely to file in proper form current and periodic 
reports in contravention of Section 13(a) of the Se- 
curities Exchange Act of 1934 and the rules there- 
under. 





mt On May 28, 1975, trading was suspended in all securi- 
ties of Continental, an American Stock Exchange 
listed company, because of the delay in completing 
the December 31, 1974 audit. 





Litigation Release No. 7101/September 25, 1975 


S*>v. WORLD ACCEPTANCE CORP. 
ii 794 





William D. Moran, Administrator of the New York 





Regional Office of the Securities and Exchange Commis- 
sion (““Commission’’), announced today that the Honor- 
able Lawrence W. Pierce, Judge of the U. S. District 
Court for the Southern District of New York (SDNY), 
entered a Consent Judgment of Permanent Injunction 
on September 5, 1975 against William J. Goldworn 
(“Goldworn”). Goldworn, who resides in Miami, Flor- 
ida, is enjoined from further violations of the regis- 
tration provisions of the Securities Act of 1933 
(“Securities Act’) and the antifraud provisions of the 
Securities Act and the Securities Exchange Act of 

1934. Goldworn consented to the injunction without 
admitting or denying the allegations of the Commis- 
sion’s Complaint. Final Judgment of Permanent In- 
junction have been entered against all other defendants, 
they include: Billy Lee Perkins, Robert Schwartz, 

H. B. Sandini, Adolph F. spear and World Acceptance 
Corp. 


Goldworn, who was General Counsel of World Acceptance 
Corp., was charged with authoring a false and misleading 
opinion letter concerning a World Acceptance Corp.'s 
merger. 


For further information see Litigation Release No. 6260 
and Securities Exchange Act Release No. 9580. 








TRUST INDENTURE 





TRUST INDENTURE ACT OF 1939 
Release No. 408/September 19, 1975. 


See Securities Act of 1933 Release No. 5618/September 
19, 1975. 





TRUST INDENTURE ACT OF 1939 
Release No. 409/September 19, 1975 


See Securities Act of 1933 Release No. 5619/September 
19, 1975. 
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